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FOREIGN ECONOMIC POLICY 


THURSDAY, MARCH 12, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON FoREIGN AFFAIRS, 
SUBOMMITTEE ON ForeIGN Economic Pouicy, 
Washinaton, D. ¢ 
he subcommittee met, pursuant to call, in executive session in the 
Foreign Affairs Committee room, United States ¢ apitol, at 10 a. m., 
Hon. Jacob K. Javits (chairman of the subcommittee) presiding. 
Mr. Javits. The subcommittee will be in ordei 
This is Mr. Harold Linder, Assistant Secretary of State for Eco- 
nomic Affairs, who has come this morning to enlighten us on State 
Department economic policy. 
Mr. Linder, will you proceed in your own way 


/ 


STATEMENT OF HON. HAROLD F. LINDER, ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Linper. Mr. Chairman, I have discussed with you how you 
wanted me to proceed and I thought that I might try to cover the 
waterfront a bit geographically. 

I would hope that you and other members of the committee will feel 
free to interrupt me atany time and ask questiol 

Mr. Javirs. Would you mind describing for the record, your job 
in the State Department ‘ 

Mr. Linper. I am Assistant Secretary of State for Econom 
Affairs. 


I think the title is sufficiently descriptive. If you would like greater 





detail, I would be glad to pro\ ide it. 

The basie fact which it seems to me we face at the present time is 
that the free world’s economic underpinnings are not as strong as we 
would like them. In fact. I think we car vy properly that 


weak and they are hadeq ate to face the Soviet threat. 
| shall trv to develop that by voing aro ind the world o1y Yr you 


e 4l } : 
some of the plusses and some of the minuses. 


If vou begin with our European friends—that is the United King 
dom and Western Europe—there are some favorable sig In t 
first pla e we attach a eood deal of y freanee to, ane ive a oreat 
deal of hope for what may ome out of, this Schumay pl ul It 
has just begun to operate. We have soi e questions ibout it. Phey 
are concerned largely with the fear that even though there ha beel 

ubstantial amount of freedom put into the iron, steel and coal 
business as a result of th plan, neverthel 3 there are seeds oT po b] 


cartelism in it. 
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I think we are watching it very closely and I think our European 
friends know of our concern about it. 

The United Kingdom economy has shown some remarkable im- 
provement since the Conservative Party has come in. They have 
taken some genuine steps cee ard and steps which were difficult to 
take in the hight of the political situation which they faced within 
their country. Notably, thes have reverted to some of the classical 
methods for controll ng inflation. They have set their money rates 
much looser, they have not kept artificial cheap—money in other 
words, and they have done away with certain subsidies which were 
costing the Government a food deal of money. 

They have allowed the price mechanism to function more freely 
than it has done since, I suppose, 1939, because we had the war period 
extending until 1945 and then the labor government came in and 
the economics of the labor government were not of the kind I have 
just described. 

Western Germany has made a remarkable recovery. Ever since 
they got their monetary affairs into better shape through a reevalua- 
tion of the mark they have been coming along and coming along well. 

As we all know, they are a very hard working and industrious peo- 
ple and that has had the kind of economic effect: which you would 
expect. 

Moreover, in Western Europe we have made some real advances 
in terms of trade liberalization. A series of progressive steps have 
been taken to reduce barriers between the countries participating in 
the OEEC, and we have helped in the provision of some relatively 
small amount of working capital for the European Payments Union, 
which has financed a good deal of the trade liberalization. 

These are important and comatpaetes steps in the right direction. 

I might say also that throughout Western Europe in general there 
has been a recognition of the Sisianes of controlling inflation and 
steps have been taken by a variety of countries which have moved in 
Lhe right direction. 

One of the most important results of these economic moves, which 
s particularly noticeable in the United Kingdom, but it is also notice- 
able in other countries, is that there has been a greater mobility and 
flexibility of labor so that it has been possible to divert people from 
industries for which there was a great internal consumption demand 
nto industries which would enable those countries to earn the external 
exchange necessary to buy the things which they needed. 

These are steps 1n the right direction. They do not represent final 
accon plishment. 

As against these constructive steps to which I have referred in 
Western Europe, we have in France, Italy, in Greece and Austria, some 
very, very real problems. The French problem almost defies analysis. 
lt made up toa considerable extent of the psyc hologic al. You are 
familiar with the characteristics, I think. The people are such good 
ndir dualist that they are not as wel ll disciplined as they might be. 
We are concerned about the picture as it presently exists. 

Despite ‘ihe fact ie E-eansig has instituted certain controls to 
bolster up, if you will, ‘shore up their monetary situation, we are 
not at all certain that it can be held where it presently is. 

The Italians are caihegia J I suppose, more from a population prob- 
lem than any single factor. There are some difficulties in addition. 
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By reason of their internal organization there is a tendency toward 
cartel practices. The Italians have, however, waged a courageous 
fight against inflation internally. They have maintained their cur- 
rency on a sound basis for a considerable period of time. Their con- 
cern is With unemployment and too many people on relatively poor 
land. 

Greece has much the same kind of problem. 

Austria is not economically viable, and the country will continue 
to need help from us. 

Basically, the economic factors with which we are concerned is that 
Western Europe does not grow enough food and does not produce a 
sufficient amount of raw materials. Those raw materials and ren 
food obviously are needed in order to keep people employed an d t 
feed them and therein lies your difficulity. This is particularly so 
when you have an inflationary situation because then you do not 
produce the amount of goods and material necessary to pay for the 
imports which you require. 

Superimposed upon that problem, of course, is the military pro- 
gram. As you know, we have made great strides since the war in 
assisting Europe to increase its production, but we have not, when you 
consider the militi ary program which has been superimposed on these 
recovering economies, been able to get them on to what might be 
called a self-sufficient, relatively even keel. 

Western Europe has a persistent dollar deficit which approximates, 
as nearly as we can calculate it today, $2 billion. Its average may be 
as much as $4 billion for the entire period, but we see no reason to 
expect that it will go below 2 to 2.5 billion under existing conditions. 

Some of Western Europe’s basic problems relate to archaic business 
practices, to protected industries in which the least efficient producer 
determines the price at which products are sold and that, of course, 
means less ability Seaceane in the world at large than would be the 

‘ase 1f Western Europe had the kind of competitive situation which 
h: as deve ‘loped over time in this country. 

There is, and has been, a necessity for an excessive amount of 
Government interference. There is a OK d deal still of protectionism 
which is a byproduct of the kind of sheltered industry I spoke of, and 
in a situation which has barely emerged from an inflationary one. 
Obviously the amount of capital produced in economies of that kind 
for investment, for building up the productive facilities of those eco 
nomies, is inadequate to permit them to build and maintain a com- 
petitive industrial system. 

So much for Western Europe. We go on to Japan, and there we 
are also very much concel ned. 


Japan, as you all know, has been cut off from its historic sources of 
raw mater al. It does not have the advantage of t i@ markets which 
it used to enjoy on the mainland and its raw materials supplies, of 


course, from Korea, Manchuria, and Formosa, have been largely cut 


off. 


Asa result of this situation there is pressure on the Japanese Goy- 
ernment at all times to find wv Vs to . e the ti ie W t he Ch \ 
mainland. As you know, and as Mr. Battle well knows, we have been 
doing our utmost to keep the Japanese from getting involved nh any 


] > | i 41 ‘. + + os ? 
trade wh ch might smack OF The “strateglt with China, 
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is you know, the problem in Japan is not a very 


t hiomel 
great one economically. It temporarily sound, largely because of 
{ expenditure v the United States is making, incident to its 
tintenance of troops 1 purchases ‘essary for the prosecution 
yf Korean wal 
H ve J ( either capit ul sufficient amounts 
ere | ‘ Phere \ cute popt lation prob 
‘ probal is acute, f igh probably a little better organized, than 
© ¢ Ve Ita 
Last he ki ld in ch we presently live, with a rising 
tena y toy ird prot O} mn. e are having i great deal of difficulty 
getting Japan into the world markets. This despite United States 
eft 
| e energ of the Japan peopl ! the skill are their princi- 
pal { We would ype over a period of time to get them into the 
{| rf rld trade t} ey co ld earn their way, and possibly earn 
al ore than the o that they can become a vehicle through 
velopni in take place in some of the underdeveloped areas 
ot the wol | veo) ipl Lily rie ir to Japa 
Ni f we go on from there to the underdeveloped areas, South 
A e Middle East. Afi ~and even South America, we are facing 
ith kinds of proble it again ones \ h present real chal 
leno ( ] 
| Wd say that Oo ( rinely il ec LILOS¢ iweas is 
Tlie of 1 onal slated econon illy means a desire 
1¢ i and neti nomi lustrial ation ind develop- 
I 
By that ert trong tel 1 to | da steel mill whe 
I ( ( Lere pal try would be served 
ai oO le more f ether it be e, or cofl or whatever 
\o h little if ' capital i here a very low rate 
O ned with that there is, also, as a byproduct 
te 2 reign privat 
] problem in the under-developed areas of 
tiie ria ol applic pie 1 South Ame \ that population is 
o more 1 v t l supply and that something which 
9 ve oreat ce Pherefo1 r efforts have been aimed 
{ l *¥to pel wd per nese areas, hat the \ thine for 
the di Oo’ rests al terests of the free 
work ( mtinu to | is I said, a psye ological resistance to 
he ont 0 I" tion of food and product on of agri 
( pr cS \ o be the things they could do best—] 
) i té my { ( ad ao efficiel tly as we Can. 
B { on of being sel ifficient, of having these monuments 
of y, whether the: big dams and powerplants or whether 
{ t SEC 5 1 I »oreat to them t it we have difficulties 
in getting tl 1 to understand wherein their own economic salvation 
( rl ffe1 yr 7] restri O on trade. Obviously 
{ i rt ¢ the policy of the United States and it has been 
part o e policy of the United States, to do its best to minimize and 
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reduce these restrictions. This is so because the restrictions ney tably 
mean inadequate use of the resources which are essential for the 
purpose of increasing or even maintaining the free world defense 
effort. These restrictions also result in a dra 1 you W ill. on our own 
and other economies represented by the inability of people in unde! 

developed areas really to support themselves. 


We have another basic concern which is that we are sure that the 
free world’s economic system is not growing as rapidly as the Soy 
systen S CTOWING 

I think there is only one solution we see and that is to try to 
introduce as rapidly as possible the pressure of competition into these 
other industrial societies. This in effect means a wider application of 
what we have learned has been so effective in the United States—the 


free-enterprise system. 

You hear a eood deal about the fact that the major problet 1 finan 
cially is the world dollar shortage. That is true. We have met if 
through recent years by way of grants; we have met it through some 
loans: we have met it to a very small extent through private invest 
ment. 

Now overall, I think we face a fundamental dilemma and it seems 
to me that we have a very limited series of choices. 

We can continue this program of aid and grants. I do not think 
people are so inclined in this country. I do not think the recipients 
are inclined in that direction. And I am reasoi ably sure that the 
Congress is not nclined in that direction. 

We can balance this international trade in another w iy and that 
is by permitting our own exports to fall. I think if we endeavored 
to balance it that Way, there are very serious economic COMpICcatiol 
In this country and very serious complications for the entire defense 
program with which we are all so concerned. 

There is one other way, and for myself at least I in say this st 
to be the only sensible way, if we are to maintain our present posture 
and n litary program, and if we are to build streneth ll the il 


position, we must recognize that there are obligations on us to act hk 


good creditors To act like COO creditors means that when the othe! 
fellow owes you money, you are prepared to take payment. He cannot 


pay us ln wold, he cannot pay us dollars, he can only pay us ll wood 

All of it cannot be paid in goods because I am convinced that the 
deficit is larger than the amount which could probably be shipped into 
this country if you make any realistic assumptions to what our t 
policy would be. 

lh additio to the Import ot good there are othe Wavs OF Ire ( 
payment for the things we want to sell and ship tbroad. There are the 
In isible tems. We car al o do somethi Oo about acquiring raw mate 
rials possibly in greater amounts than represent our immediate needs 
The Paley Commission report which has been accepted as a very good 
job points o t the degres to which the United State no longer self 


sufficient insofar as raw materials are concerned. 


We can help through increased tourist expenditures. 

We can help possibly as much as any way if we could find the n 
formula which would persuade American industry and American 
port folio Inve stors to @o abroad and to col ti ue the process of volny 


l 
abroad. In that respect the State Department and various other Di 
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partmeé nts of the Government, notably MSA, we, through our TCA 
program, the Department of Commerce, are all endeavoring to im- 
prove the climate for American investment abroad on the one hand 
and to keep constantly in the mind of our representatives abroad the 
necessity of persu: iding our friends with regard to the importance of 
having a climate which we hope—and I say this only as a hope—will 
attract American investors. 

I could go on and say that if we did not feel we needed a merchant 
marine in this country, we could do a lot of invisible importing by let- 
ting other people carry our goods when they go abroad as well as our 
imports. I think there are things that can be — to increase invisible 
earnings but clearly we are not going to be in a position where the 
United States has no merchant ship ping. 

In a word, I think we have to ei ide at some point here, either that 
we are going to continue grants, that we are going to cut our export 
surplus substantially, or that we are going to do whatever is within 
our power to act like ual creditors. 

In this connection I think I would like to tell the committee a little 
bit about these talks which you have all heard about, that we had with 
the United Kingdom. Mr. Eden and Mr. Butler were over here with a 
number of their assistants and associates for several days last week. 
They saw the President on several occasions and a number of us spent 
three almost uninterrupted days with them. The communique, I 
think, w: _ypirnie: fully drawn and gave a complete story of exactly what 
happened, « bv sly without attempting to relate all of the dise ‘ussion 
which sear p ae: 

We found ourselves in accord with their objectives. Their objec- 
tives were quite clearly to free up the restrictions on trade in the world. 
We found a great deal to be pleased about in terms of the progress 
which will be made with respect to sounder internal policies in the 
United Kingdom and in the Commonwealth Governments. 

The Ln Government was speaking on their own behalf as repre- 
sentatl of all the Commonwealth Governments. 

We aaa not disagree with the desirability which was expressed in 
the Commonwealth conferences upon whic h these governments were 
determined to embark, to conduct themselves in such a manner as to 
foster policies, again in the Commonwealth countries, which would 
end to bring a better balance into their own economies. 
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Specifically, instead of again thinking of Australia becoming a 


great manufacturing country, Australia recognized the fact that 
they uld earn their way in the world best by concentrating on the 
things which Australia could do most effectively. 


We t ‘Tked a little bit about the possibility of a contribution that 
could be made to an improved free world situation through per- 
mitting to a greater degree than presently exists convertibilitv of 


currencies. Convertibility itself is not the answer. It is one of 
the things we do to free things up; currencies do not remain con- 
vertible unless there is a sound basis underneath and unless trade is 
b lly in balance. 
Although I do not think everybody would : with me, I have 
a strong feeling that trade and convertibility are ‘sal two facets of 


the same problem and that thi Vv are not easily divisible. 


Now, Mr. Chair pean, if there is anything else that I can try to 
tell you, I shall be happy to do so. 
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Mr. Javirs. Thank you very much, Mr. Linder. We usually go 
ahead with the questioning, first calling on the members of the sub 
committee and then on the members of the committee who are here. 

There are three members here this morning who are not members 
of the subcommittee. 

Mr. LeCompte—— 

Mr. LeCompre. Thank you, Mr. Linder, it is a pleasure to hear you. 
You have already told me more than I already knew, but that is not 
really the comment I desired to make. 

I have to confess that I do not understand fully about credits and 
taking goods in lieu of cash payments, debts owed this country und 
1 am only asking, and I am not commenting or advising, of course 
but we will say a given country “A” owes the United States a con 
siderable Suni of money, We cannot take goods. The Government 
does not receive ewoods in credit to a country. The ier ha its or 1m 
porters can take woods, but the Government cannot act ep merchandise 
from a gvivell country and ( redit that country its account, can we ¢ 

Mr. Linper. No, the Government could not and would not. I would 
like to try to answer it this way. 

If you assume that the Government is in effect a clearing house and 
that the Government does not car since 10 18 the money ¢ tro l 
who does what business with the other countries as lo o as { iccount 
are finally balanced. 

Now to the extent that the United Kingdom owes the United States 
money, it pays that money and ean only pay that money in two 
either by gold—the United States cannot use sterling which 
money the British issue—or in the form of goods. 

If it ships goods to the United States— 

Mr. LeCompere. That is the point, The Government cannot sh | 
goods. 

Mr. Linper. The Government, if it ships goods privately to the 
United States, the result of shipping those goods privately to a host 
of importers from a host of British exporters, is that dollars are paid 
for those goods and those dollars find their way back into the British 
Treasury because those dollars are in effect used to issue sterling to 
the exporters. 

Maybe I can go through it this way: An exporters ships X number 
of tons of anything to the United States. Let us assume that it is 
chemicals. 

Mr. LeComrrr. Woolens, may be. 

Mr. Linper. Call it woolens. 

Those yards of woolens will be paid for by some American importer 
who will pay $15,000 for those yards of woolens. 

Now the British exporter pays for his labor and his materials i 
pounds. Those $15,000 find their way into his account, the British 
exporter’s account, and he in effect turns those dollars ba k to the 
British Treasury and gets for them pounds sterling to cover his costs. 
The British Treasury having issued those pounds sterling, has the 
dollars with which to pay interest on a debt owing to the United States 
or a payment on account of principal to the United States, 

Is that clear ? 

Mr. LeComertr, That is enlightening, anyhow. It is more than I 
know about it. That is very good, 








That s what I was 
Kingdom have woods to s 
eoods. 

Mr. Lanner. That is correct. 

Mr. Javirs. Mr. Battle—— 

Mr. Barrie. [ woud just like to say hello to Mr. Linder. We have 
talked and wor ked together a lot of times and our disagreements have 
been fi iendly, I hope. 

Mr. Linper. I hope so. Our dealings have been most cooperative. 

Mr. Barrie. I wonde tr you would discuss this slogan. “Trade and 
not aid.” . 


As far a | im concel ec, Cis a good ph losophvy. It iS about the 


getting at, because neither does the United 
h p, nor } the Government prepared to accept 


N ly sue in Congress that I know of that is not controversial in m\ 
dist. { Phere must be something wrong WV ith it | would like verv 


ich to see THis come ibout,. put | assume that 1s a sort of an idealistic 


tar in the very distant future that is not possible to realize in the 
deration of aid this vear, next vear. and 2 or 3 vears hence. 

I ! ist wonder ¢ if you could give us some ideas about the 
I ( the effect { ised trade could have np reducing ald in 

( Tutuyre 

Mr. Linpes It! nk to det ne what impact it ould have or could 
have niost per lati I he, We ave thought about it a rood 

If vO ere to assume t! t the number of barriers wh h exist today 
> the t i the U fed States were elim ited. which is probably 
t etl thing te fact I ar i ta practical 
no e and | n hot t all ire 10 We ld 1 WIS 1) hog tol 
e | fer stat egisiate f we « inceled oul “Buy American” 
eaislation. 1f we were pre] red to take anything that uivbody would 
hip t this country— not for the sterling area alone, but for all cow 
tries } d the sterling area | referred to because the author of this 
happy slogan was Mr. Butler, the British Chancellor of the Exche: 
que r you m oht nerease or re hice this S$? b 1] Ol defi | by a half to 
Dossibivyv the whole of that amount. 

That is to sav. 1f the | ted States were prepared to take woods in 
unlin ted quant ties any place in the world. it s quite possible that we 
wo ld ome ciose To ben vr red ured to give noa ad for balance of pay- 
mel ] rposes. That to keep our balances in the world equal, 
wh other way of saving to maintain our present level of 
ex] 

| wre t that we ado not cere ise imports ind to the extent that 
we \ to keep our exports up. it is inevitable that in one form 01 
nother. whether it be n tl form of loans. private investments or 
erants, there 1 st he the equ lent outflow iron the Ui ted States 
to bal he cco t 

Mr. B I B we ediate militar tuation facing us 
Insofa1 ] vid ice t really a 1pe dream it not ? 

VW e in Denmat nd thev were complaining about our not 

cing ria t\ t Ol D ( } eS ] \\ h we would take it I 

{ 1] Wevel r we toc the whole works t would 1OT 1 ike 
f difference in « 1 progran The ould be a big psycho 

y i] effect. if 9} the act 1] mp ae the mmed ite war 

{ he } D \ 1 10% 
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Mr. Linprr. Mr. Battle, this is not a bilateral effort. It gvoes far 
beyond that What happe1 sis that if we had no restrictions, it might 
very well be that Guatemala would be able to ship into this country 
far more of something or other and thus be able to buy something else 
with dollars from Denmark, even though Denmark might not be able 
to balance its trade dire tly on a bilateral basis. You do have these 
triangular consequences of removal of restrictions. 

I have tried to sum them ip in terns of something between Ss] bil 
lion and $2 billion. 

If the Danes are able to sell the French far more butter, or the 
British far more butter and the British are able to sell us far more 
woolens, to use that by way of example, then the British have dollars 
with which to pay the Danes for their butter and the Danes in turn 
have the dollars that they would otherwise need as a matter of aid. 

So, you cannot think of this purely in terms of a relationsh p be 
tween Denmark and the United States. I use this, of course, only by 
way of illustration. 

Mir. Javirs. Mr. Harrison 

Mr. H ARRISON. Mr. secretary, just tO Inake a pra tical application 
of what you talked about we adopted this pol Cy which you referred 
to as point PEt. 

Mr. Linper. It is the third alternative. 

Mr. HARRISON. When we adopt that and British cloth starts com 
Ing into this country, it is not going to be lon oO until the textile in 


lustiy ean show that it has reached the pel i point and that it impel Is 
the domestic industry, is that right ? 


Mr. LIND! R. That Is possibly so and It m LV not be so. 

Mr. Harrison. Is it not true that we could never put the third 
ternative nite appleation is long as you have the peril point in the 
legislation ¢ 

Mr. Linper. I would not sav never. 

Never is an aw fully long time. I think there are certain industrie 
in this country which we are going to maintain and which are nece 
sary for the national defense for no other reason. 

Mr. Harrison. Domestic wool, for example ¢ 

Mr. Linper. I do not want to be specific, because I would not at 
tempt to judge what is vital to United States national defense. I 
think vou are facing the problem oft choosing between whether or not 
you want to export cotton ind whether you want to export wheat o1 
whether vou want to export any number of things which a large seg 
ment of this populat on lives o1 tobacco, for example, to think of my 
friend Mr. ¢ hatham. And take n some wool. You have this ba nies 

One thing is certain: You either have to revert to Mr. Battle’s pos 
tion, “TLet’s not kid ourselves, we are eoing to olive this mone Vy aw a 


} ' 
j t 


or we are go to lend it over long terms and allo alt Ol ln 


no 
which come close to bei @ grants, 1 n uch the same way as the Co1 gress 
that vou either must do that or cut your Own exports | vn, or be 
willing to take the stuff other people can make which the America 


consumer ean buy. 


There is another }« int about th S and that that we do have 
nost efficient industrial machine in this country. Not onlv do vi 
rve the American exporter who may be just as important as thi 


( 
\merican manutacturer—and I am not endeavoring to weigh tl 
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that is something you gentlemen will have to weigh—but you do have 
an American consumer. To the extent that Europeans or Far Eastern- 
ers or whoever they might be, are able to put products into the United 
States at a lower price than we are able to produce, despite the effi- 
‘ney of our manufacturers, then you are serving them as well. 
On one side of this equation it seems to me you have the consumer 
plu the exporter; on the other side of the equation you have certain 
manufacturers. 

As you know, there have been some remarkable things happen as a 
result of the confidence that American manufacturers have developed 
in their own efliciency. When you have the Detroit Board of Com- 
merce advocating a complet removal of tariffs, when you have Henry 


Cle 


Ford making a speech of the kind he did the other day, and when you 
have a number of things of 1 kind coming up, you have something, 
cy k, which one must ponder and c« ider whether or not it would 
mean anything to our economy to remove the ont oes import tax 
on British automobiles and get instead of 50.000 British cars in here 
a year, get 100.000 Brit he ul In, or 120,000. 

"J he American automobile ind istry IS not f£oing to suffer as a result 


of that and a certain number of consumers are going to have a very 

l ht car whi Ss very ecol omical in the use of gasoline and 
which they apparently like because they buy them now with the 10 
percent tariff. 

] un not Cay. = l the whole story, but I am saying that you 
either have to do that or cut down on the amount of tobacco, wheat, 
al d various othe hin os t] ul you are voing to sel] abroad. 

Mr. Harrison. But the point I am trying to get at is that the peril 
point provision in our legislation is a barrier to the adoption ot your 
third alternative, is it not ? 

Mr. Linper. Lagree it 

Mr. Harrison. Mr. Stassen, who was up the other day, disputed 
that with me. I am happy to hear that the State Department agrees. 

Mr. Linper. I guess Mr. Stassen and I have not had our ducks in a 
row. I think there is very little question that we have reached the 
limit of what we can do without further custom simplification and 
some substantial revision of our present tariff policy as reflected in the 
trade-agreements legislation, in terms of vetting this trade-not-aid 
policy moving. 

Mr. Javirs. Mr. Smith 

Mr. Smiru. I am sorry I did not get in from the beginning, Mr. 
Chairman. As I understand the witness, on this matter of dollar 
deficits—and this committee has wrestled with the problem of dollar 
deficits for a long, long time—do I understand your position to be 
that it is a matter of trade adjustment in order to overcome that 
pre blem ? 

Is it as simple as that? 

Mr. Linper. I do not think any one thing represents the complete 


I do not believe we have a simple situation and that we have sud- 
denly discovered a panacea. I think you have a whole series of things, 
the most important single item of which is trade. 

If the commi ittee will permit me to repeat myse lf a little | rit. I could 
mention 4 or 5 othe things th: it could contribute to it. 
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The stimulation of private investment abroad could contribute sub- 
stantially to the alleviation of this burden on the Government of the 
United States: the removal of certain provisions in our “Buy Ameri 
can” legislation would make an important contribution , 

The trade, of course. as I] say, would make possible the greatest 
contribution. A willingness on our part—which I am not recommend 
ine—to do something about our maritime situation and that is to say 
the extent to which we wish to subsidize and insure a merchant 
marine of the size that we have. 

If we were prepared to say we could have a merchant marine wl 
was much smaller, which represented a nucleus which would permit 
other nations of the world who might be more proficient In running 
ships than we are because they have lower wage scales, to carry a good 
deal of the foods that come to us and go trom us into the world, that 
would make a substantial contribution. 

You have a gap here from a balance-of-payment point of view of 


something around $2 billion. No figure at this time can be stated 
with complete accuracy. That gap has to be filled and it has to be 
filled in one of a variety of ways. You can cut your exports and in 


crease your Imports and do those other t things which will assist in the 
filling of th: it 2 ap, no one ol which | think Is oIng to solve the probles 
complete ly, but I would like to emphasize agai that the most im 
portant single element in this whole thing is our trade policy. 

Mr. Smiru. This policy is a two-way street; is it not ¢ 

Mr. Linper. It should be and we have done our utmost to impress 
it on everybody else. 

Mr. Smiru. But we have not made much progress, have we? 

Mr. Linprer. I think we have made substantial progress. 

Mr. Smirn. In what respects and with whom ¢ 

Mr. LINpDI R. In European economic cooperation a whole series of 
steps in increasing trade liberalization have been taken. ‘The balance 
of trade between themselves have been consistently expended although 
they have not moved in a straight line upward—every now and thei 
you get a dip down and you get that d p down only vhen the vital 
financial position ofa particu lar country is being imperiled. 

Recently, a few months ago, the United Kingdo mm found it neces 
sary to build up its balances of foreign exchange—its working capital 
osition in the world. The vold and dollar balances which the United 
inti had were down to less than a third—maybe below 30 percent 
of what was considered a reasonable working capital position for 
the United Kingdom to have. And remember that the United King 
dom finances all the trade with the rest of the world of the entu 
sterling area. It not only includes the United Kingdom, but includ 
India, Pakistan, Australia, New Zealand, and so on and so on. 

When they found themselves in a posit on where the demands on 
them for dollars, either for imports into Australia or for imports into 
the United Kingdom, or the demands upon them for other things 
which had to be paid for in dollars, whether they came originally from 
the United States or not, became so great that their reserves were 
being depleted, there was only one thing they could do to protect 
themselves and that was to restrict their purchases. 

Mr. Smirn. I wish I had the confidence in the British that you do, 
but they have been making promises so long—I go back to the classi 
example of Bretton Woods. We never had any cooperation from 


32996—53——2 








hope 


ifter they pledged in writing that thev were volng to do certain 


less you break the sterling bloc down so that they are willing 
o do business with us on the ime basis, it seems to me we are 1n a 
‘less situation. 


Mr. Linper. I am afraid I do not quite share this. What they 


prol ( we l easily che Yr on We will know within a very 
Tew weeks whether or not al ndication that | have tran mitted to 
ie committee off the re a orne out by the facts 
\ creat deal of the wor d's trade is financed h sterimng. I think the 
sterling area on the whole has made a real contribution to the fluidity 
of 1 le throughout the world. My « ntimate knowledge unfor- 
I il ly (oes ot extend tf ick oO thre Bretton W ood Conference and 
o the tl ngs that were prot ed or committed there, but I do think to 
{ extent that thev have not been lived up to, as far s I know at least. 
thie ive bee OO . eCconol CaN SsOnsS WIth W ech this Government 
I t to i itself na wreement wh ustified deviation from 
itever the agreement wa 
Mir. Sarrru. Thank y \ Chairmat 
Mr. Javirs. Mr. Carna 
Mr. CarnaHAN. Mr. L ( muld it be pr for us to make it 
Do bie Tort! By sh to me err a r deficit if v were In a pos 
on t ceccept the nec Irv impo! from Brita ¢ 
Nii LANDER \s I ti ed to explall 1 ttle while vO, tT sis not only 
! ter of direct trade betwee s and the ster] no area, because it 
eu the tel oO ! il | {16 | req K noedom self, but 
itter of triangular trade. If there were a liberalization of 
trade by this country and comparable liberalization throughout the 
world, the Bi { Ont pel fectly well not sel] Ll. oreatl deal more to 
thre ted States d tly. but they might. for exa ple, be selling a 
reat deal more ft soul \mel t or to Japa | um just picking 
CO tries out of the an i] result of such sales might very well 
provide them with the dollar ecessary to balance their accounts 
t e United States 
(one imnnot Sal that a part iar co ner Nas the type of exports 
\ we particularly need and therefore on a straight bilateral basis 
that trade could be balanced or its payments could be balanced 
with the United Stat 
Mr. Carnanan. If we were i position to aecept suflicient im 
pol rega oO} ! Vv come Trom: tet t m come trom 
Argentina and Argentina | » dollars—w t be possible for 
it ray ible bal e ott le from the ste1 hg area to be met ? 
Mr. Linper. | dicated ) fioure i. little earlier which are as 
se ipproximation a \ olive nl l we t Kas against a trade 
valance deficit the rest of the world (or surplus for us) of $2 billion. 
i restrictie were removed, somet he Ww Lic] would approach that 
Our el 5s S uild be between a bilhon and a billion and a 
iarter and 2 b on. WO b Viped out thro oh freer trade. 
| \ Ss. We ea ( ( ! x ll na the accounts 
‘ ! hee \\ e) oO 1 Val ltoa world mw ch 
‘ \ a } eX { ‘ «| 1S ( Vanted to Dive al i 
ded to give er to assist ur military program 
Mr. ¢ NAHAN, | l ending that as unmediate solu 
( our problem, but I erely asl r the « ! 
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Do we accept anything except dollars or credit against dollar cred 
abroad for our exports ¢ 
Mr. Linper. We do not, s 
Mr. CarNAHAN. Do we accept gold ? 
Mr. Linprer. We accept ; 
Mr. Carnauan. Do we accept it as gold dollars or so many ounces 
wold ¢ 


Mr. LAINnvbI R, Wi wucce pl t a <0 MANnV Ounces oT cold which is $35 


of 


ah ounce, 
Mr. CARNAHAN. Are we getting gold ? 


Mr. Lanper. I do not think the United States is 
at the present time. 

Mr. CARNAHAN. We are getting enough to meet our gold needs from 
that source ¢ 

Mr. Linper. We have huge, huge stocks of 


Ss about 


: 
raining in gold, net, 


‘ 


ld. I think our figure 


me) I neotd at the present 


Mr. Barrie. It was all there when you counted it, was it not‘ 

Mr. Linper. I have not been there, Mr. Battle. 

Mr. CARNAHAN. If we deplete our gold stock at Fort Knox, are we 
replacing that depletion from payments from abroad in meet 
favorable balances of trade? 

Mr. Linper. I do not think we are depleting 

Mr. CARNAHAN. Is any gold coming in? 

Mr. Linper. Yes. 

Mr. CARNAHAN. How much, about, would be coming in? 

Mir. Linprer. Net, there is eold co it the pre 


Some of the vol | in the United states 1s owned by European cen 
tral banks and you do have transfers in the Federal Reserve Bank 
New York. 

If you visualize it as a series of chips, every now and then, the cen 
tral bank of some European country will say, “Take some chips of 
of my pile and put them on your pile.” 


itis our gold payments balance 


, The next month they will say, “I have so many million dollars of 
deposit with you and I want to have gold instead of dollars on deposit 
with the Federal Reserve Bank of New York: I want the Federal 

io Reserve Bank to be the custodian of that mu h gold fol my acc int.” 

That is known as the “earmarked account.” That foes back and 


forth ll) much the same wav as a clea Ing@hnouse arrangement n New 


York between various bank the Guaranty Trust Co. says to the 


clearinghouse, \ redit my account and debit the ¢ hase, Hl the 
( hase, about Lo minutes late ivs, "Charge t e Gauarantv and readit 
me.” 


Eventually you wash out the difference. 
Today, we are actually expending, giving away, or lend 


amount necessary to make up the amount by which our exports of on 
kind or another exceed our imports. 
Mr. Carnanan. We refer to that, of course, as a giveaway program. 
Mr. Linprer. Either that or asa lending program. From a financial 
point of view, the effect on gold and the effect on your current po 
tion is not altered by whether or not it 1s money loaned to be epald 


over a 30- or 40-veal pel od, or whether it is money gwiven., 
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By money, I do not mean money, because the money is not trans- 
ferred: what happens is that goods and services are transferred. We 
do not ship any dollars as such, abroad or any gold as such abroad. 

What we do is to ship agricultural machinery or tobacco or wheat 


Mr. Carnanan. Did I understand you to say that we mi 


) eu ravoravle ilan ( { ade on our side \ t} vold 4 
Mr. Linper. We could. 
Mir. ( ARNAHAN Do we / It k vou ntimated thata w le aor 
Mr. Linper. We proba! do in the course of any particular short 
' “ee 





period of time, but the final analysis 1f om gold position is ub 
r"¢ tween January J | December 31, irrespective of the num 
1) of transters ick and fort hn the course of that year, our net pos 
Lio is rema eq ul ged and What we e aol to make up this 
cle { to have } a }dyie Ss ( Ole ] or anol abroad. 
Mr. CARNAHAN. So, s T our gold reserves at Fort Knox ar 
( ‘ i Ove fet 
Mir. Linper. Ye we ‘ 
Mr. Carnanan. And ever f we did not have it there we would hav 
enough gold to take care of our needs for gold, perhap 
\i LLINDER i! Harold | if pe King indivi ally. [ have 
oO qu ( hout it. | i 
M ( RNAHAN. Then the gol we have acce} over the ve 
\ nu Ve t \ 1g iv l Oo far as o 
t } l ( ct e¢ 
Mr. Linper. ] » not regard wold as being valuable in 
{ i 1 it e fa { ‘ Tide | © that is not val 
uable for something t { of real value 
If vou think this table worth $500, or if vou think that is worth 


rold, we have olivel the table away and taken 


Mr. Carnanan. Do you see in the future any need we will have for 
that vold which will real \ bye ot value? 
Mh F N DER, Grold Is a strange commodity and tis one to whic] 


peo}! ive been attached Tor many. many thousand of vears. Own 


ership of it cannot be regarded as being of ho value 


I would suspect that the time will come—and maybe it is a good 
vy years from now and maybe hundreds of years from now, when 
people will no longer treasure it and we will think of gold only n 
terms oT \ it it uh be if 

At. tha pont, l would th k that you might seriously questior 
whether it w ivaluablet} ng toown. , 

Mr. CarnanHan. The of dolla yold that we have in 
Ko I t \ reed ofl giveaway program 
Da i@ dollar def 


Mi LIND! R. Well, we have had the m fora long, long time al d part 
Oo he DIULO oft course, Were reated through a stroke of the pen as 
vou remember. 

We hnge ithe price of gold from $20 an ounce to $35 an ounce. 

Mr. CarnanaAn. When we speak of a giveaway program today and 
look forward with pride to that grand past when we were accumulat- 
ing this nice batch of gold down at Fort Knox, it never dawns on us 
that that, too, was a very fine giveaway program that we have been 
practicing for years. 
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Mr. Linper. I think in large measure that is a statement that I could 
not disagree with in terms of use value of this gold. 

But as I say, people for a long time have thought that gold was a very 

valuable thing to own and it was the basis of the world’s monetary 
system and under those circumstances it was convertible into : iny other 
kind of goods and one could not have regarded it as being without 
value. 

Mr. Javirs. Mr. Chatham—— 

Mr. Cuarnam. Mr, Chairman, I did not especially come over here 
to pay a call on the committee. I came because I consider Harold 
Linder to be one of the brightest, smartest men in this country. We 
were shipmates at one time in the Navy. He has a fine financial mind. 
I could not agree more with what he has to say. 

You have talked a lot about the woolen business this morning as 
an example. I have been familiar with the woolen business all my 
life and since I have been in Congress and for some years, my assocl- 
ates moan and groan whenever I talk to them because we Americans, 
I think Harold will agree, have got to look on this whole picture. 

We have been fighting the British on competition for years. They 
can bring woolens in here cheaper than we can make them even w ith 
the tariffs. 

We have the advantage of modern equipment, much greater ad- 
vantage, because the American retailer has come to the place where 
he likes to order this month and move stuff off. He also has a style 
situation that we are very allergic to in this country. If they sent all 
of their woolens—their woolen exports into this country, it would be 
4or5 percent of our total business. 

On the other hand, unless they do that—that is what I say to my 
associates—unless we allow them to do that—and we have all in this 
country had a normal growth in the textile business—our customers 
buy woolen products who raise cotton and tobacco and other things, 
they cannot be prosperous enough to buy our products. 

The thing is all tied in together and integrated, 

I would like Lawrence to realize this: I was on your side in fighting 
for this myself—this misbranding of oleo by coloring which is a fraud 
on the dairy industry because it should be sold in my opinion as a 
product. Since it has been colored, the sales have gone up two or 
three hundred percent. 

It has doubled or trebled. 

When I was trying to get my southern fellows to vote agai ot 





allowing oleo to | e ( olored natio ally, they tid. “Look at our cott 
seed oil.” 

[ said, “I can show vou that most of the oleo is made from cocoanut 
ol and not cotton eed oil.” 

They d, “Here is this Anderson amendment which has affected 
the ex xports of Denmark and we hear from our cotton people and our 
tobacco people that Denmark has had their dollars eut in half on this 
amendment h_and I must say I have been ashamed to go to Denm: irk 
on that account—“and they buy our cotton and tobacco, and therefore, 
we are coing to vote to allow colored oleo.” 

That is how it works rieht here in Congress. Those little things. 
Those fellows know that cottonseed o lis not oO} reatly affected in oleo. 
It goes into other things. It woes into shorten} ne and stuff like that 


in far greater proportion than it will ever go into oleo. 
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Unless we do as the automobile people do, and in the face of mount 
ing British export of cars—these Britis : export cars having become 
very popular in the last 3 years—and that is why the American man- 
ufacturers are going Into that field. I Seis British exporters 


of autom obi les ar e sending cars 1n here more than evel before n peace 
time. 

Henry Ford says, “We can compete with them.” 

They een that their fellows who sell livestock and cotton in agri- 
cultural regions all through t s country will benefit and it is all tied in 

We must realize that we have to w den these reciprocal trade agree 
ments. 

Mr. Barrte. You ive talking ibout us competing successfully if we 
lowered the barrie. wa By tall lowe red the barriers on the auto- 


mob le business. 

As a matter of fact would not Ford and Chevrolet flood England 
and run them out of the automobile business é 

Mr. Cuarnam. That they are not afraid of. 

Mr. Linper. They make these small cars. 


Mr. Cuaruam. The Ford made in Britain is a lot cheaper than the 
one made here. 

To go back to wool a moment, I think the Tariff Con mission here 
has probably approved a movement to increase the auty on WO ol . 161 
percent. I have bee quiet on it because it affects my own comp any, 
but I think it is foolish. . 

I have seen In my ow fetime the wool oTOW!) n this country that 
we use go from 60 percent Gown to about 22. today. ‘J hey have had 
} oh protect on and there is money 1 sheep, but the small tarmer has 
quit CTOWINDE sheep Lich Thre irge ranges art break ng up. We are 
not a sheep-ra YF CO ry. Che farmei is or nto eattle and 
othe things. We went to the woole business because millions of 
p unds of wool 00 years ago 1 re proauced n the South. It S prac- 


tically gone now because the farmers h ive gone oul of it. 
Now, we are talking about raising the tariff on something. 

That comes back to my people here yesterday saying to me that 
Australia and New Zealand have gotten their imports of American 
tobacco up tremendously. Now we are talking about raising the tariff 
on wool which w ” affect the tobacco in the South. 

It is all tied in. I think you and Stassen are both right on your 
peril points. cs am not afraid of the peril point eee as Western 
Euro ype al d peop le whoa reece ivilized are conce rned. 

I think the peril point has to be put in against Japanese and Asiatic 
or where they do pay 10 cents a day in certain textiles and so forth. 
We have to open this thing up and at the same time basically we 

ild have peril points. 

[ am not afraid of the competition of any of Western Europe. 
Everybody is trying to build up some exports from Israel. I do not 
think anybody here should be afraid of Israeli competition because 
they are building modern factories and they are going to pay decent 
wages and things | ike that. They will have to do it. 

Mr. Smirn. Will the gentlemen yield? 

Mr. CHATHAM. Tou 

Mr. Smirn. With regard to reciprocity, they say it is a two-way 
street. But it is not. I am reading from the Dai ly Telegraph, Des 
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Moines Post, February t, 1953, and I will read you part of the pro- 
ceedings in the debate on the floor of the House of Commons regarding 
this matter of preference and how the British are still thinking in 
terms of preferences. 


There was a general recognition by the conference of the value f ey 
preferences The bj ct as to ennble he United K ngdo! ( ns tently Ww nti 
basic provisions of the General Agreement on Tariffs and Trade to contin 
duty-free ent for Commonwealth goods, notwithstanding a1 ease that 
might be necessary to protect domestic industry and agriculture in the United 
Kingdom If we could go forward with the Commonwealth countries in 


matter while yet retaining some of the benefits obtained from GATT we s 
be doing pretty well. 

If we are FONE to open up this street, let us insist that it be a two 
way street. 

Mr. Cuarnam. I believe their relation with the Commonwealth 
the same as we have in the States where Virgin a does not pul a tariff 
against North Carolina goods. 

Mr. Smiru. It is not comparable at all. 

Mr. Cuaruam. I agree with it. I do not disagree with that situa- 
tion. The British are pro-British and we are pro-American. 

Mr. Smrrn. And the sterling area is sterling and will always be. 

Mr. Cuarnam. And you are just as prodollar, and properly so. 

Lowever. | think if the Commonwealth relationship ~ voll g to 
remain in relation with ours, it must remain a Commonwealth 
relationship. 


Mr. SmirH. It will affect our attitude on the whole reciprocity pr 
cram. I would be willing to say, “Let’s dump all of it. but let’s | 
the other countries acres t | it the wil] do the same t | ? 


Mr. Coarnam. Whatever the Commonwealth does to strength 


Commonwealth suits me because I am trving to look at the v ( 
picture. I do not blame them for ti dine immone themselve inv mo 
than I blame u: for trading among om elve We are lett ey Puerte 
Rico send things in here and people ire com uninge about that 
Things come in free, here, with rates of 30 cents an hour for lab 

, Some of our per pl have gone dow) there and peopl have eiven tl 
freedom from income tax for 12 vears and built the buildings and 
that. That is stronger than anv Commonwe It] irrangement hey 

‘ CAN SAV “Look att rat.” and come ] oht hack at us. We are not with 


blame. 


That s all, sr. 

Mr. Zastockr. Mr. Chairman, I am sorry I was not here at the very 
beginning. but I would like at this time to give an instant case—it 
might be an isolated case, but it points out that it is not a two-way 


street. 


[ am sympathetic with the policy of reciprocal trade, but the case of 
Harley Davicdso1 lotor vele Co hn my Cd strict ca led t my tT 
prompts me to take another look—thev make motoreveles in cor 


) 
tion with the Britis] ; 
This company had a market in Australia, New Zealand, a other 


( omn onwealth countries, 


Now. Eneland in negotiations had lowered the tan ffs on motorey« 
but denied import licenses. The company could not even send « 


motoreyele asa gift to England. Now, I donot think that isa two 


street. 
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Mr. CuatrHam. That is a very special case. 

Mr. Zastockt. This company is limited to the number of replacement 
parts that they can send to Australia. The dealers in Australia ad- 
vised the Harley Davidson Motorcycle Co. that their product, which 
has been very popul: ir and had a great market in that area, is going 
to be forgotten in the next 5 or 15 years if the British succeed in pre- 
venting even a sample for display purposes from = Australia. 

I have been in total ean with reciprocal trade, but if it is 
going to be a one-way street, | am going to change my mind. 

Mr. Smirn. Will the gentleman yield? 

Mr. ZasLocki. Surely. 

Mr. Smirn. I can tell you today in the trucking industry, that 
American trucks that are sent to Europe and need replacement parts, 
that a program has been established whereby we cannot export auto 
parts to Denmark. They are going to be made right in Denmark and 
our parts manufacturers cannot get licenses to export parts for cars. 
‘They are closing the door absolutely. 

Mr. Cuarnam. But the automobile people are willing to take that 
because they look at the whole picture. 

Mr. Smirn. But those who today are supplying parts—and there 
are many independent parts people in this country—are locked out of 
European markets. 

Mr. ZABLOCKI, Mr. Linder. you stated that there was cone to be a 
review of the position of England and its policy. 

Mr. Cuarnam. Will you yield a minute to me on that, on your 
motorcycles ¢ 

Of course, that is a motorcycle country, as you know, and all Europe 
is a motorcycle country. It may be true that England and the Con- 
tinent or the Italians will take the motorcycle trade of the world. 
We may see some day that they will take the woolen business of the 
world. The thing is oO Important to world trade that l hope our 
people will be smart e! ough to be out of the woolen business and 
will be in synthetics. 

I think you have to look tthe w hole picture. 

Mr. Zastocki. You cannot sell the American public on reciprocal 
trade, or “trade and not aid.” if the other countries do not cooperate. 

Mr. Cuatruam. I do not know how you voted. I imagine you voted 
for the Aj derson amendment 

Mr. Zapiockt. No, sir. I did not vote for the Anderson amend- 
ment, 

Mr. Cnarnam. Do you not think the Danes would feel the same 
way / ( ould we not cut half their dollars at one stroke ? 

Mr. Surrn. Yesterday I had 10 people from the swiss-cheese coun- 
try in my district, where we p1 dias a great portion of it. They are 
in here protesting to the Saeco of Agriculture. Finnish and 


Danish swiss cheese is coming into this country. laid down in the stores 

New York at 40 cents a po ind. It costs us 55 cents to make it, to 
say nothi Oo of what is — d tothe retail sales price. 

Now these fellows ar of business, Mr. Chatham. 

Thev take the attitude that they want to trade. too, but we are deal- 
ing W _ humans in this wholes program. We are dealing with jobs. 


We are dealing with the cheese industry as such. If it was a two-wav 
street. "y think we would fall for it. 
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The American people would go for it. But you do not have it 
under the present trade policies. 
Mr. Cuarnam. If you will yield there, I will say this: I do not 


think that cheese is one one-hundredth as important to your dairying 
industry as sales of oleo. 


Mr. Smiru. Oh, yes. 

Mr. Zaniockt. We do not mind competition, but I do think that 
ew there is not truly a reciprocal arrangement and if imports 

‘ trade is absolutely barred, I think we have to take another look at 
our agreements. I could not go back to my district and in all honesty 
defend reciprocal trade if there is definite abuse. 

Mr. Cuaruam. If we take that in every industry and not realize 
that these people have to have dollars to keep us prosperous, then we 


are in a hopeless position. If they cannot find a market in this big 
America, I do not know. 


We do not ride motorcycles. 

Mr. Smiru. Over the long haul we will pauperize American indus- 
try and business and then where are we / 

Mr. Cuarnuam. Well, I do not think so, Mr. Smith, and I am in it. 
I do not think so. 

Mr. Javits. May I suggest to my colleagues that we have a witness 
and he is full of information. 

Did you have some question you wanted to ask the witness, Mr. 
Zabloc ki? 

Mr. Zasiocki. Perhaps the witness would like to make a statement 
on that very instant case. 

Mr. Javirs. On the motorcycle matter ? 

Mr. Zasiocki. Competitive business. 

Mr. Lanner. I would not like to speak on Harley Davidson with- 
out more information at hand, but I might make one statement. It 
would seem to me if Harley Davidson cannot compete in the Amer- 
ican market with imported motorcycles, that it would not be able to 
con: pete successfully in these markets from which you say it 1s 
barred. 

Therefore, I must look with a certain amount of questioning on 
the impact which any restriction in New Zealand can have on the 
importation of an American-made motorcycle. 

If his business has been hurt badly by — itions of the motor- 
eycles, I cannot believe that they could at the same time be terribly 
concerned about the degree to which as ion been restrictions on 
their exports. 

Now, in the final analysis you come back to the same thing again 
and that is, are exports important to us? There are farmers who 
have to be emploved as we 1 as people working in the motorcycle 
business. We are exporting at the present time on the average, ap 
proximately $2 billion worth of stuff more than we are importing 

How is it going to be paid for? Itean be paid for by our, in eff ct, 
giving our motorcycles or something else away—and it does not make 
much difference from a national accounting point of view whether 
vou are oly ing away tob; icco or motore ve les. 

* It can be paid for in another way and that is by accepting the thi 

that other nations may be able to produe e more effectively. That — 
two advantages. It stimulates those businesses which are competitive 
in the world and it doe Solve to the consumer in the United States some 
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thing which sells at a lower price. Otherwise the stuff would not 
DO, I sayonones de of the eqn lation you have consumer p lus exports. 
On the other side of the equation you will have some hardship cases. 

My Own perso! al Opto s that 1f 1t 1s essenti il to the defense of 
United States, to the well-being of the United States, that 1 or 2 or 3 
mal ifacturers conti l¢ to make motoreyeles in this country, we ought 
to finda w Ly of helping th il motorey le man ifacturer and the people 
he employs. 

I do not think we need to v orry too much about the people he em- 
ploy —hot be ause | am less concerned with the m than | am about 
the manufacturer but because I do believe that history has shown 
that labor vets absorbed in other industries which are not dissimilar. 
[ think a device could be found for termination pay to give labor 


time to be absorbed elsewhere For that reason, I believe that the 
economy of the I ted States, and all of us as individuals, as tax 
payel .as busine slnen, is leo slators, as Government employees, would 
be better off if we found a way to permit trade to move more freely 


and protect, 1f you will, those industries and skills that are really 
essential Tor us 

If we} eed a merchant marine, let us decide. if we are the least effi 
cient operators of sh ps, the minimum that we ibso utely need and 


let us find a wavy of protecting that minimum. 


Chis should not be done, however, through devices which require a 
constant expansion in that merchant marine through insisting that 
f percent or 100 pel t ol America vyoods must be carried in 
(merican bottoms; dei ving othe! people in the world who want our 
wheat and our cotto md oul vutomobiles if you v ll, the opport unity 


1 


tO pay for them by giving us the kind of thing which they can do more 
CO petently than we can, nan el) wry our sl iff over the ocean. That 
is the essence of it. 

Mr. Zasiockt. I wo gree with yo holeheartedly if you would 


only sav that we must find a wavy for trade to flow more freely both 


wavs, and t] I k there would be no question about it. 

Mr. J VITS. Mr. # qaer, | have 1 Tew q estions that | would lik 
to ask you, if I may, with the indulgence of the committee. 

We wrote a secti nto thre Mutual Securitv Act of oe — 
t wencles the exec ve department to do exactly wheal ver lave 
bee ( r\ r to tl l l J 

Now ean vou tell u ther the State Depart t 1s preparing It- 
St ftoa wer as to W Deel bo { ( tion? 

Ir. Linper. May I refr ymemory on 516% Is that the one for 
stimula hn of private \ | 4 


M J VITS. i \ { ‘ l \ 1h Cie | Wit! tl) tulation of 


private vestment, of international! ling through the international 
wane age . ike intel tie Bank: of international trade 
tre es of con re | trade: and of the participation by 
( ! e progral 

Vin. I \Tn. ¢ eg nk tl State Department will be 
i tion » report to \y esp i CCI vib—tnere are a 

fey rs t leans t Vv desire 
rst ] f \ { very Ortant to continue 


forts A iwe é mit ed Thema wel is we hn. to Improve 
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the climate for American investment abroad. We have conducted 
over the past year a very active effort in an endeavor to negotiate our 
traditional friendship, commerce, and navigation treaties with coun 
tries with whom we had not entered into such arrangements. 

We have endeavored in all of those negotiations to have very much 
in our minds the desirability of creating the kind of climate by treaty 
which would, presumably, attract American investment. 

I do not want to speak on behalf of the MSA, or even on behalf of 
the TCA, but in considering their programs we have on numerous 
oceasions both here and through our people overseas had this business 
ot stimulating the flow of private investment very much in the fore 
front of our minds. 

Of course, Our activities with respect to GATT, our activities all 
over the world with respect to using the influence of the United States 
to improve the business prac tices that is the anticartelism point ot 
view which we had which I alluded to in my earlier statement—all of 
that fits. 

I myself keep very closely in touch with the activities of the Inter 
national Bank for Reconstruction and Development. One of the 
members of my staff acts as a liaison officer with that bank. I am on 
the Board of the Export and [import Bank. 

Wherever we can, we want to stimulate the flow of sound loans and 
good Investments. 

Mr. Javits. Has there been any thought in your Department as to 
what could be done with the bank to make it a more effective ag 
to fill up this investment wap, also in private investment abroad ¢ 

Mr. Linper. You are talking about the International Bank / 

Mr. Javits. Yes. 

Mr. Linper. As far as the International Bank is concerned, one of 
the things as you know which has been considered, and as far as our 
department is concerned we would be S} mpathetic to it, was the crea- 
tion of a relatively small affililated or subsidiary organization which 
would have funds available for lending without Government guar- 
anty for development projects and which might on occasion make 
funds available for equity investment in such a manner as to attract 
private investors as partners. 

[ must say perfectly frankly that that idea has met with consider- 
able resistance in the private banking community and, as you know, 
since the International Bank goes to the private banking and business 
community as one of the sources of its funds, through the sale of its 


) 
( ( 


own debentures. the management of the bank cannot fail to take into 
account and serious account, the attitude of that commu ity with re- 
spect to this proposal. 

[t is still before the bank for consideration. They made a report, 
if | It member corres tly, to the I OnoTnIC and Social Council of the 
United Nations and they were requested to go back and write up and 
analyze things so that they could give a much more specific blueprint 
of what they have in mind. 

I do not know whether I could predict at this moment that any 
action will be taken in that direction. 

L will say also that it has been a basic pol Cy of the International 
Bank—and I think a sound one—to try to make really sound loal S 


and not political loans. 
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They have this obligation to the investing community and it was 
intended that the bank should be a sound financial institution. They 
are not short of funds at the present time. They are not short in 
terms of money that they are able to lay their h: ands on to lend. The 
problem IS one of developing the kinds of projects which in the 
opinion of the management of the bank is sufficiently secure, suf- 
ficiently constructive, and which have self-liquidating characteristics 
so that when they make loans they can really feel that the result of 
that loan will be sufficient earnings so that over a period of time the 
loan can be amortized. 

It has been the lack of a sufficient number of projects of that kind 
rather than a lack of a desire on the bank’s part or a lack of funds 
available to them whic h hi . limited their activity. 

Still, the total amount which they have loaned—unfortun: ately the 
figures I do not have at my fingertips—has been a very significant 
accomplishment. 

Mr. -JJavirs. They have loaned, I believe, about $1.600,000,000 2 

Mr. Linper. Yes, sir. 

Mr. Javirs. Mr. Linder, you testified that some underdeveloped 
areas show hostility to foreign investment which they need very badly, 
and yet you tell us now that the International Bank is filling all the 
need. 

Now where is the gap, there 

Mr. L DER. No, I did not say they were filling all the need, sir. 

I said that in view of the prerequisites to loans from the Interna- 
tional Bank—that they h — is be deve sloped into sound projects ; that 


a great deal of engineer! oO work needs to be done—that the resources 
of the bank were not today a limiting factor 

The hostility to which you referred I do not think is a hostility to 
— an institution as an international lending institution where either 


» borrowing government owns the equi ity or its own nationals own 
= equity, with the International Bank having as an additional 
curity the enforcement of the borrowing government. 

But there is hostility where rn consider the possibility of an in- 
dividual Americ an company or a group of American portfolio private 
investors going into some of those countries. 

Mr. Javits. What can we do to bridge the gap between what the 
International Bank is lending and what the underdeveloped areas 
need to have loaned to them to aid their development at the earliest 
practicable time ? 

Mr. Linper. Well, sir, may I, with your permission, put it the other 
way around and that is it seems to me the proble m is whether or not 
= re is any substantial, reasonable prospect for additional funds being 

lade av: ailable from the only reservoir of ¢ apiti il in the world which 
isthe United States, 

I think our principal problem with respect to private investment 
abroad is the profit-risk ratio which private funds have available to 
them within the borders of the United States as compared to the 
profit-risk ratio which they necessarily must consider when they go 
abroad. 

In a sense, we should all be very grateful for the fact that there is 
still ample opportunity within the borders of the United States. 
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When we are talking about the problem of balancing the world’s 
trade it is a misfortune that the opportunities in this country con- 
tinue to be as great as they are, continue to be as attractive to investors 
as they are, so that the investors are not tempted and are not forced 
to go abroad. There, I think, lies your greatest diffic ulty in stimulat- 
ing the flow of private capital abroad. We do whatever we can in 
terms of climate as I said, and climate includes a host of things. It in- 
cludes such things as avoidance, wherever we can, of any screening 
on the part of the host government. It includes such things as the 
negotiation of treaties which avoid double taxation. It includes com 
mitments on the part of the host governments, that our investors will 
be treated as well as any other foreign investor. 

But those are, again, climatic things. They are not the things that 
persuade somebody in Wall Street to say, “I would like to put $10,000, 
and find 100 other fellows who are prepared to put $10,000, into an 
investment in Pakistan.’ 

Mr. Javirs. I do not think I made my question quite clear. 

If the International Bank is an acnenialiia lending medium in the 
underdeveloped areas, and if the bank is not lending all the gated 
developed areas need for their development as you have testified, what 
can we do to help the International Bank to expand its activities, 
that being the very acceptable international lending medium today # 

Mr. Linper. I think the Export-Import Bank is also an acceptable 
medium. 

Mr. Javirrs. The same is true of them? 

Mr. Lanver. I do not know what you can do, to be perfectly frank, 
Mr. Chairman, because it seems to me you start in with the assumption 
that you want to make sound loans, and if you want to make sound 
loans, I think they are moving probably as rapidly as that institu- 
tion could move. 

If American private investors were prepared to seek opportunities 
abroad on much more speculative ventures and could be persuaded to 
go abroad, then we would fill in a larger portion of this gap to which 
T alluded earlier. 

Mr. Javirs. Now the dollar gap which you described as $2 billion a 
year, you used that in your discussion of this subject, you referred to 
it as the gap with respect to Western Europe and intimated that it 
was the same gap with respect to the whole free world. 

Mr. Linper. I meant this was the balance-of-payments gap insofar 
as the world’s dollar deficit was concerned. 

I may have referred to it and, if so, inadvertently, with regard to 
only Western Europe. 

Mr. Javits. That is between 1 and 2 percent of our total indus- 
trial and agricultural production $ 

Mr. Linper. It is, indeed. 

Mr. Javirs Do you think that idea has been gotten over adequately 
to the American people ? 

Mr. Linper. I cannot say it has been gotten over adequately, but I 

‘an say I can remember some years before I came into the Gove rnme nt 
service that I was at least conscious of it as a citizen as a result of 
many of the things that Paul Hoffman said when he first came down 
here. 
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Mr. Javirs. Is our Government contemplating any other effort to 
attain a mechanism for encouraging trade bevond our participation 
nt e General Avreeme!} t o1 Tar ffs and Trade, GATT ? 

Mr. Linper. I do not think anything else is necessary. I think 
what we need is oreatel latitude for the negotiators representing the 
United States, which can only be granted if the Congress extends the 
reciprocal-trade agreements on a basis which will represent greate1 
liberality. 

Mr. Javirs. You mea thout what called t peril point 
provision ¢ 
Mr. Linper. And the escape clause. 

Mr. Javirs. I have just one other question. 
You spoke particularly of problems in Japar 


Ha nv thought heen ove the State Denparti ent to equipping 

— I i i | - 

Japan with a idequate capital amount so that 1t could itself move 
e development of unde} leveloned areas / 

I 7 y ¢ 


Mir. Lanner. The Internati | Bank has give 1 good deal of 
oueht to hnaneng l | | SZ | KhOW We have not come to col 


it I car i re Vv tha we are Giving it a great deal of 
tion a veal \ rit wit CO siderable co er) the poten 
tial probi that will ex n Japa f, the Good Lord willing. we 
re able to get out of ho es in Korea 
Mr. Javirs. Can you give us an estimate of the dollar gap in the 
Japanese situation ¢ 
Mr. Linper. At the present time I think the United States is spend 
ow dine tly o1 cline lv. and conti but ne to Japan’s balance ot 
payments, something around S800 million, 
Mi JAVITS And you recognize that as the amo t that needs Lo 
I ! a '®) the Japanese « omy ¢ 


Mr. Linper. I wouldn’t say the whole of that needs to be made 
» for Japan. Nor do I tl nk e CAl look forward very soon to their 


Mrs. Bortron. No, thank you. 1 am very happy to listen. 
Mr. Javirs. I have a memorandum from the Farm Bureau Federa 


is be listributed to the members of the subcommittee, 
is to its ideas on what should be the foreign economic pol Cy oft the 
| ed State 
If the committe creeable and there is no objection, it nughi 
by well to distribute the Farm Bureau memorandum to the full 
} tte 


‘ free nations to success! direct their capa es the main 

e of peace and prosperit 
\1 I y i t gh America d tl her free ition 
. eir ec engt hey ( ; pI lequate 
‘ . s ( Same me, pr e prosperou d expanding 
() I ! f t ! this stage of the world struggle are 
tant to our il se rit and domestic prosperity America 





“ y 7 percent of the w d's population and about one-half of the world’s 
cannot be se ’ igainst the Communist threat without 
ne-te United S Ecol nd defense arrangements with the nations of 


ee V ad ( I ore ‘ 5 ePCOLI he ti economic needs 
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all nations so joined togethe1 They can be bound together in an enduring ce 
fense arrangement only if Amerien nd the other cooperating nations of he free 


world are made mutually benetitting partners in an expanding free world 
econoly. 

This requires that the United States exert its leade rship to develop, in coopera 
tion with other free nations, sound policies and measures of inter: ional coop 


eration directed toward systematic abandonment of the maze of restrictions 








over production, distribution, and ition of goods, service and investments 
throughout the world; the encour: nt of ‘ ents nd tl 
tlow of capital between nat Ss: the ¢ n of ‘ ! d 
for the ine sing prod ol 1 | rie the « 
rence and her meas Oo strel el I ‘ es Amer \ na 
othe ree hations 
Po endure ir inte ! ! - ised al I 
el ad elt-re %« it re¢ t b ed s ! 
py \ Ow Ol nd agri \ a depend mi ¢ I 
ports to prospe Friendly nations lil dep ) rts ‘ ( ( 
st have exports in order to pay r these ‘ ed s his f Ss the 
ysis f il and profitable trad ng free Ol 
S ‘ e end « \ ad W 1] United S ‘ h empted eX 
t ! essary leade ip in reb ding the ecor es of ( ee Ss 
ot e programs have been succe he e1 | sting « ril 
t he econo! we | n ‘ r the | 1 ‘ ‘ ntries we 
¢ rie to st 
Duril this period, we ] t ! ] Son | n f y Desp 
1" progress we vet a ed e b ! ‘ j 
friendly ns te { hn ¢ ( I }) t Ww ! ( a a 
It is now time to take lie k PSC ] Lyle oO reay ‘ L 
economic policies and programs and to de op an ¢ ( e coord g 
President Eisenhower in his inaugural address a1 : ite of the 1 
ge set the stage for placing our Toreign ¢ ! HIG POLlEeLes « sound al ¢ 
during basis It now remains to implement these principles 
\ solution to these problems not be found without close cooperation 
twe the legi ve and the exe e branches « e Gove ment S ‘ ade 
Kisenhower recognized in his recen essage to Congress 
Recommendations Bipart sin ¢ l SSLOT he iuse of the cor pie { md 
terrelationships of these problet nd the many congressional committees and 
executive department concerned wit Various aspect of these problem { S 
proposed that Congress creat 1 temporary bipartisan Commissio1 perhaps 
Similar te thre HI er Comn i ( qe eri ‘ t Re Al tio { ‘ i 
these problems and prepare specific proposals, and where necessary, appropriate 
legislation 
Che Commission should not too ge, but it should be broadly represer 
tive of the appropriate congressional committees d Government departme! 
concerned with these problems and also some ! alified persons outside the 
Government to be appointed by the Presider it should be appointed at once 


and report prior to 2d session, S3d Congr 








It should study and develop recommendations for sound po of inter 
national cooperation to strenether the economies of the Unit ites I 
other free nations, to provide a solid economie foundation for n ecurit 
and to enable friendly nations to attain ¢ momic seli-suy port igh ¢ xpande 1 
trade and other means rather than continued dependence upon aid. Such studies 
should include means to stimulate private investments abroad: means of en- 
couraging foreign Countries to improve their fiscal policies, stabilize their cur- 
rencies, increase productivity, and so forth; means of achieving convertibility 
of currencies; expansion of trade on a mutually profitable basis; improvement 





of the authority and procedures for negotiating reduction of trade restrictions 
among all cooperating nations; means and procedures to increase imports with 
ut unduly injuring or burdening afiected domes enterprises ; modification of 
customs procedures, import restrictions, “buy American” legislation on a basis 


consistent with United States domestic and international economic policies, 

Interim recommendations pending the outcome of the studies of this bipartisan 
commission The following interim recommendations are proposed 

1. Extension of the Reciprocal Trade Agreements Act without amendment 
for 1 year 

2. Modify “buy American” policies to enable Allied Nations to increase their 


dollar earnings. 
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Customs simplification—early enactment of legislation to simplify customs 
procedures to facilitate imports 

4. Export credit needs—authorize Export-Import Bank to accept as collateral 
nondollar currencies in escrow under bilateral commercial agreements in order 
to finance exports until imports are received in United States 

5. Offshore procurements—provide opportunity (in all military and foreign 
appropriation measures) to our allies and other friendly countries to earn dol- 
ars with which to buy their needs in the free world. 

6. Mutual Security Program should devote its primary effort to developing 
free world economy Prime reliance should be placed on private capital and 
expanding private trade to do the job Mutual Security should emphasize trade, 
not aid, and look to early liquidation of its operations as soon as trade has ex- 
panded sufliciently. The United States should accept payment for goods made 
available through this program, in the most convertible currencies, and such 
currencies should be used by the United States 

(a) For loans to increase production facilities and increase international 
trade, and, 

(b) To take care of United States obligations for cooperative defense 
establishments, maintenance of United States troops abroad, stockpiling of 
strategic materials and other United States Government expenditures abroad 

7. Technical assistance to underdeveloped nations to be continued and im 
proved, but administered by one agency as an American program with its own 
budget 

8. International Wheat Agreement—renewal of the present agreement pro 
vided subsidy costs can be reduced and reasonable price schedule is cutnined 

% Strengthening Office of Foreign Agricultural Relations through reorganiza- 
tion of its functions and services, assigning full responsibility to the Secretary 
of Agriculture for selection and supervisions of agricultural attachés, increasing 
the number of commodity specialists abroad and giving them diplomatic status, 
and providing adequate staff and funds to carry on work of this organization. 

Mr. JAvirs. Now, this section 516 of the Mutual Security Act calls 
for a good many reports and analyses by the executive de partment. 

We have gotten some of those. We h: ave not gotten all. 

Mr. Kaplan, as one of the « ommittee Ss experts, has been engaged in 
drawing a report on the whole question of implementing this section 
516. He was going to issue it as a staff study. I have obtained the 
chairman’s permission, if the subcommittee is agreeable, to have it 
issued subject to our approval as a subcommittee paper. We will all 
have a chance to read it and decide if we like it, if we want any changes 
made, as a subcommittee report. 

It would be a matter of public issue because | think it would be a 
matter of wide interest and all rules for approval by the chairman 
would be abided by after the approval of the subcommittee has been 
received. 

On this problem which has been testified to by Mr. Linder, we will 
get a good deal of other information before we are through. We will 
probably have somebody tell us about the plan of the international 
bank and the fund, the Export-Import Bank, and so forth. 

Now. if we are roing to project tow: ard some proposal to issue a 
report on what is and what ought to be the foreign economic policy of 
the United States, our staff will have to be alerted rather e arly so that 
they could be watching the evidence as we get it and they could be 
suggesting evidence that we ought to get. 

It seems to me if we are to make our work practical—this is prob- 

ably the most important subject aside from military security in our 
countrv—we would have to be proj ecting toward some report on what 
the poli ey isand what we think it ought to be. 

Could we “em ave some expression of view on that, perhaps? 





ov 
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Mr. LeCompre. Well, I had not thought of that. I hardly know 
what to Say on that. I would be olad to make an expression, but I 
don’t know where we are on that. 

Mr. Barrie. You have the floor. 

Mr. Harrison. It is back to you, Mr. Chairman. 

Mr. Barrie. This is a sufficiently broad subject. Do you mean, Mr. 
Chairman, that possibly we could agree upon at least some specific 
points for an overall policy which we would recommend to the com- 
mittee and to the Congress ? 

Mr. Javirs. My thought would be, Mr. Battle, that if the committee 
felt it wanted to work toward a practical end like a report—we might 
include recommendations or not, depending on our ability to agree on 
them. 

{f the committee desired that to be done I would then take it up 
with the chairman who might even in turn wish to take it up with the 
full committee. 

But the only way we could vet it off the ground and start any § ich 
iden would be it we originated if here W th the ib omMmiittee 

Mr. Bat rLe. You have in mind POss bly such pou ts as the attitude 
we might recommend on reciprocal trade ? 

Mr. Javirs. Insofar as it represents a foreign-policy question. 

You see, we have no yur sciction over ree pro al trade agreements, 
That is in the Ways and Means Committee. We have no jurisdiction 
over Treasury policy, such as the Export-Import Bank. 

Mr. LeComrprer. That is Banking and Currency. 

Mr. Javits. That is right. There are many areas where we have 
no direct jurisdiction but we would have a right to assess the whole 
problem in terms of our foreign policy and foreign aid. 

This would be a way 1 which the impact of the committee’s views 
could be brought to bear upon the total problem which is requiring us 
to legislate foreign aid. 

Mr. BaTTLe. | always fee] that we should make no little plans. 

Mr. Javirs. I will discuss it with the chairman. 

Mr. Harrison. This is an executive session: is it not? 

Mr. Javirs. It is an executive session. 

Really it did not need to be executive session except for one thing 
which the witness kept off the record anyhow. 

I understand it is the policy of the chairman, unless we have special 
permit, subcommittee sessions are executive. 

Is that right, Mr. Crawford ? 

Mr. Crawrorp. I believe that is being given careful thought now 
and I have a hunch that a good many subcommittee meetings in the 
future may very well be open if the subcommittee members and their 
chairmen do SO decide. or desire. 

Mr. Harrison. I think the subcommittee chairman might make it 
public, if advisable. 

Mr. Javits. I could take this up with the chairman if Mr. Crawford 
SO advises. 

Mr. Harrison. Unless the Secretary objects to it. 

Mr. Crawrorp. I see no reason why we could not have the tran- 
scripts edited, corrected, and printed. 
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There is also another question that may come up and I believe Mr. 
Chiperfield has already given his approval. 

For example, the testimony given by General Olmsted yesterday 
may very we ll be held and pri ted later as a part of the committee’s 
hearings on the mutual security extension. 

Mr. Javirs. That I think would be particularly important in this 
Case. 

The subcommittee’s view as I understand it is that if the witness has 
no objection, the committee would like to have this hearing made 
public. . 

lf ar \ member of the committee has a witness he wishes to eall, if 
he will be good enough to tell me, I will try to arrange for it. 

(Whereupon, at 11:50 a. m., the sul 


ie ubcommiuttee adjourned to recon- 
vene at the call of the chairman.) 


FOREIGN ECONOMIC POLICY 


WEDNESDAY, MARCH 18, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON ForeIGN AFFAIRS, 
SuBCOMMITTEE ON ForeEIGN Economic Ponicy, 
Washington, D. C 


The subcommittee met in executive session at v2: Li) DD. hic. n room 


G-3, United States Capitol, Hon. Jacob K. Javits (chairman of the 
subcommittee ) presiding. 

Mr. Javirs. The subcommittee will come to order. 

As our first witness, we will call Col. C. Tyler Wood, the Associat 
Deputy Director of the Mutual Security Agency. 


Mr. Ricuarps. Mr. Chairman, what thi c purpose ot 
hearing ? 
Mr. Javirs. The basic purpose of the subcommittee is to study the 


international economic policy of the United States, both what it 
today and what the administration and other witnesses who will be 
called before us believe it ought to be. 
At the last meeting, at which we also had the plea ure of having 
t 


a number of our colleagues who are not members of the subcommittee, 
we discussed the possibility of undertaking the project of writing a 
report on the existing international economi poic! ind what we 
thought 1 ought to be. 

That is a big project. I was authorized to discuss it with our 
chairman. I had in mind, if I m Ly, Mr. Ri ards, Giscu ne it with 


you as the ranking Democratic member and if it found favor—— 

Mr. Ri HARDsS. I am not a member of this particular subcommittee 
and I was not here. I just wanted to get a little backeroun: 

Mr. Javits. If it found favor with our chairman and vours« £. 
would then be projecting our work toward a report on th s whole field 
OF activity. 

Mr. Ricnarnps. I think it is a worthwhile field for exploratio I 
was not here when you discussed this matter before. 

Mr. Javirs. Thank you. 


I would like to say one other thi 1a for the I forn it10} OT ¢ reco 





leagues who have not been here be fore. 

We had the testimony of the Assistant secretary of State in ec] irge 
of economic matter, last week, Mr. Linder, and it was so interesting 
that. we hope very much’ our members will read it and also if afte 
he makes his corrections and so on, that we will be able to make ] 
publicly available. 

Now. Colonel Wood. would you like to go ahead in your own W Ly 6 


—- 








30 FOREIGN ECONOMIC POLICY 


STATEMENTS OF HON. C. TYLER WOOD, ASSOCIATE DEPUTY DIREC- 
TOR, MUTUAL SECURITY AGENCY (MSA); HON. D. A. FITZ- 
GERALD, ASSOCIATE DEPUTY DIRECTOR, MSA; WAYNE C. 
TAYLOR, CONSULTANT TO DEPUTY DIRECTOR, MSA; ACCOM- 
PANIED BY SOL OZER, ACTING LABOR ADVISER, MSA; JOHN G. 
HARLAN, DEPUTY DIRECTOR, PRODUCTIVITY AND TECHNICAL 
ASSISTANCE DIVISION, MSA; HOWARD MATTINGLY, INVEST- 
MENT GUARANTIES STAFF, INDUSTRY DIVISION, MSA; §8. L. 
PITTMAN, OFFICE OF GENERAL COUNSEL, MSA; AND RICHARD 
N. JOHNSON, ASSISTANT DIRECTOR FOR RESOURCES REQUIRE- 
MENTS, MSA 


Mr. Woop. By way of introduction, Mr. Chairman, I gather that 
the man ee ine A acme would be to examine 


into and discuss with the witnesses present, the problems and opera- 
tions of section 516 of the act. 


That section is a rather widely ramified section and that accounts 
for the fact that we have a fairly large number of witnesses here or 
peopl supporting the witnesses, this afternoon, because this section 


has mat y facets. 

We thought it might be useful to start out with Dr. FitzGerald who 
is un Associate Deputy Director of the agency, and within whose 
spl re of Operations these particular subje cts come. He can perhaps 
lay bef re you an outiine of brief scope of the op rations we have been 
carrying on an cl then we have people here, ] think, who can answer 
almost any question that the members of the subcommittee would 
like to ask. 

If it pleases you, I will turn over the first part of this to Dr. I itz- 
Get Lid. 

Mr. Javirs. Thank you. 

Dr. itz rerald, would you proceed ? 


STATEMENT OF HON. D. A. FITZ-GERALD, ASSOCIATE DEPUTY 
DIRECTOR, MSA 


Dr. FrrzGrraup. I take it the committee is interested in having this 
subie { Ope ed up an d eee entering into some discussion where I 
and the othe rs here may be helpful in answering questions. 

I thought we might first of all report on the question of the sti tus 
of investment guaranties which has been in our legislation since 1948. 

That, of course, is only one of the many ways in which the ability 
to encourage private investment abroad might be undertaken. One 
or two of the other witnesses here, particularly Mr. Wayne Taylor, 
who have been looking into this matter for some time, I think will 
have some useful comments in the broader field. 

On the investment guaranties activities themselves, and as the com- 
mittee members will remember, the guaranties were included in the 
ECA legislation in 1948 for convertibility and in June 1950, the 
legislation was amended to include provisions guarding against expro- 
pris tion 

ae 1948 we have been feeling our way in this whole field of 
guaranties of American capital investment abroad. As of the end 
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of 1952, we had entered into 46 contracts involving guaranties of 
$39,567,000. These contracts, of course, had to be made subsequent 
to agreement with the other country, to participate in the guaranty 
program. 

At the present time, we have concluded agreements with 15 coun- 
tries making possible expropriation guaranties, as well as converti- 
bility, and 2 on convertibility only. 

Negotiations are in process with several other countries. Some 
negotiations are fairly well advanced, including one American repub- 
lic. Others are just in the process of being explored with other 
countries. 

As you will remember, the legislation provides $200 million for 
these and other guaranties. We have remaining now about $92 million 
of funds available for new applications, after allowing for the roughly 
$40 million worth of guaranties already entered into, and some 60- 
odd million which are in the process now of application. 

There are ap proxim: ately D0 projects how 1n negoti: ition with our 
guaranties division. 

Mr. Javirs. Would you mind an interruption, Doctor? 

Dr. FrrzGrravtp. Not at all. 

Mr. Javirs. You mentioned agreements. Do you know what those 
agreements provide ¢ 

Dr. FirzGFrRaLp. I wonder if Mr. Pittman, our legal officer could 
summarize briefly the agreements for you / 

Mr. Pirrman. The agreements are designe d to deal with the prob- 
lem of what the United States Government would do with the cur- 
rency and claims it might acquire under the guaranties program. The 
act does not deal specifically with agreements, but it does provide that 
the United States Government would be subrogated to the position of 
the private investor in the event the guaranty is called on. 

The treatment that is provided for in the standard agreement that 
we have with most of these countries is that as to currencies, blocked 
currencies acquired by the United States Government, they can be 
used by the United States Government for the expe snditures of mis- 
sions, embassies and so on in the foreign country. The foreign gov- 
ernment agrees that it will accord as favorable treatment to currency 
in the hands of the United States Government as it would accord to 
private investors in circumstances similar to that of the guaranteed 
investor from whom the currency was obtained. 

The purpose of that last is to prevent the foreign government from 
discriminating against guaranteed investors in m: king available dol- 
lar exchange. 

The treatment accorded the claims, which in most cases would be 
claims against the foreign government in the matter of expropriation 
and confiscation, is as follows: 

First of all, the claim is recognized as one which can be the subject of 
diplomatic negotiations rather than requiring the United States Gov- 
ernment to go through the courts of the foreign country. 

Secondly, if these negotiations are not successful, there is a pro- 
vision for international arbitration by an arbiter selected by the for- 
eign government and the United States or if the vy cannot agree on an 
arbiter, the president of the International Court will select one. 
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There is a general provision for consultation and cooperation in 
working out the proced ires and policies of the guaranty program. 
That is the sum of it. 


\fi. .J rs. ¢ ildl ve ful for the reeord, D FitzGerald, a list 
oO} trie col erned / 
D FirzGeratp. I certa V can. I may even have them here. 
Mr. Javrrs. Well, do not worry about them now. You may fill it in. 
Lhe informat on requested Is as follows:) 
Countrie f hich a ements fe the quaranty pro ! have been signed, 
7S. 7 
A (o! expr int } 
Dx ( expropriation, 
( I ( expropriatle 
I Col expropriation 
l (or expropriatior 
( Reput (or expropriatio 
( ‘ expropriatio 
Ist ( eXpl ria 
I ( expropriation 
N ( ‘ priatic 
expropriatio 
I’} ( ive expropriat 
lurke ( ve y 
{ .in Conve! ity 
Yus via Convert tv, expropriation, 


1) lirzGeRaLp, A ( ited, Mr. Chairman, we have had to fee 


( Ly this field rand new and have, I feel, encountered 
most of t cinds of problems that one will run into in the future and 
have bee ble now, I think. to see our wav clearly through most of 
the) 
I ere ire some maior qu tions ot policy SI l] out tanding at the 
moment. We have had a good deal of discussion in the past on guar- 
teeing old investments Qur progran = limite to new investments 


1 


We have had to work through the problem of the kind of guaranty 


ind the k nd of d ferminatlons that need to be n ade In connection 
with v uuIng rovaities al d patel ts which are frequently involved. I 
think most of those problems that come up in the course of negotiating 
these first 40 or 50 agreements have indicated the kind of problems 


that do arise al d we have, I be leve, worked through most of them 
fairly satisfactorily ai d we are hopeful now, h Wing had the expe- 


rience of our people in the field, of having the thing move forward 


more rapidly. 

We hope to extend in the course of the year ahead the operations 
of guaranties into new countries as rapidly as the State Department 
is able to negotiate the basic agreements which Mr. Pittman discussed, 
yreviously. 

Mr. Mattingly, have you anything further to add at this stage on the 
progress to date, the prol lems that we have encountered to date? 

Mr. Marrinecry. Not at the moment, sir. I am ready to answer 
any questions, 

Dr. FirzGirratp. The coverage, of course, is still relatively narrow. 
It has not proved of interest to portfolio lenders. I might add 
j dent ills that J believe all the loans covered to date have been 
made by American companies in either subsidiaries or afliliates abroad. 
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We do not cover risks of loss from war or revolution or civil disorders. 

We have discussed with private investors the problems which would 
be raised if coverage were extended. At the moment we have not 
fully resolved the question of whether it would be desirable to very 
broadly extend the kind of coverage or to recommend to the Congress 
that the coverage be substantially extended, at least at this time 
Pending Interagency discussion, | would lke to reserve comment. 

[t may be useful to bring up two difficulties in the present legisla- 
tion. At the present time, the authority to write guaranties exists 
only through June 1954. It usually takes any where from 6 months 
to a year from the time of ap] lication fora guaranty to its issuance, 
depending Ol the progress made in negotiating the investment 
arrangements. We will be coming up against a deadline fairly soon 
on our negotiating range unless the Congress sees fit or feels it proper 
and appropriate to extend the period during which these guaranties 
an be written. The present legislation likewise provides that the 
duration of the guaranties themselves cannot run beyond April 2, 1962. 
| 


{ 
In some instances we have had Inquiries on the part of investors for 
more forward coverage, Some suggestions have been made that it 
might be desirable to go as far as 2d years from the date of iss uance, 
rather than put a@ Spe ifie date of Ayn i] Y, 1962, or any other Spec fie 
date in the legislation. 

Those two matters will almost certainly be among those suggested 
for consideration by this committee. 

Those seem to me to be the major points, Mr. Chairman, on this 
particular issue. 

Mr. Javirs. Dr. FitzGerald, would you prefer we ask our questions 
on each issue as you develop it, or would you prefer we just go through 
and have us ask questions at one time? 

Dr. ey rZGER \LD. I think it would be better if we dis ussed each issue 
as it came up. 

Mr. Javits. Mr. LeCompte—— 

Mr. LeComrrr. Mr. Chairmana, I have no questions at this time. 
I will yield my time to you. 

Mr. JAVITS. I will ask the other members if they want to ask any 
questions. 

Mr. Ricuarps. I have no questions right now. I would prefer to 
listen right now. 

Mr. Javits. Mr. Burleson—— 

Mr. Burueson. I feel likewise, Mr. Chairman. 

Mr. Javirs. We have covered the guaranty convertibility and 
expropriation. 

What else should we cover? 

Dr. FrrzGrraup. I have not discussed the war-damage-risk factor. 
That has some considerable question on it because we already have 
certain kinds of war-risk insurance in other fields. 

There is also the risk of loss from damage due to revolution, or 
civil disorders. 

Neither of those would be covered by the type of authority that 
we now have. We are not recommending it at this time, Mr. Chair- 
man. The matters have come up and we have been discussing the 
possibility or desirability of increased coverage without yet having 
formed final conclusions on our own part. 
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Mr. Javits. Just those two? 

Dr. FirzGeratp. There are three that are mentioned in this note 
that I have. War risk, risk in revolution, and civil disorder. 

Mr. Javirs. Do these guaranties extend to Latin America; do they? 

Dr. FirzGrravp. Latin American countries are eligible promptly 
after the basic agreements are completed. One basic agreement with 
one of the Latin American countries is now pretty well completed and 

ve expect to have that in hand fairly soon and approaches have been 
eet to seven other Latin American countries. 

Mr. Javits. Do you feel there is great opportunity for the utiliza- 
tion of this program in Latin America? 

Dr. FivrzGeratp. Might I ask one of my associates to answer that 
question ? 

Mr. Marrrncty. The investor interest in Latin America, Mr. Chair- 
man, has been quite strong. There has been considerable indication of 
strong interest. 

Mr. Javirrs. Would you make any recommendation for an increase 
of this guaranty authority in view of what you consider to be the 
progress that you are making now ? 

Dr. FrrzGrratp. I would again like to refer to my associates on 
that. I have felt we would be in fairly satisfactory shape for the 
next year, but I would like to have that confirmed. 

Mr. Marrinery. Are you speaking in terms of the kind of risks 
concerned ? 

Mr. Javits. I refer to the $92 million authority that you have 
left. 

Mr. Marrinecry. The period of time generally consumed by the 
investor in making are for his investment and firming them up 
is such that with the $92 million now available I do not think we 
are in immediate danger of hitting the present ceiling. 

Mr. Javrrs. Do you regard this program as having taken a turn 
for becoming more active? For a time, we felt very little had been 
done under it. 

Mr. Marrinery. We sincerely hope so and we have made efforts to 
give increased publicity to the program during the past year in terms 
of the literature put out. That, I think, has already been given the 
committee. 

Mr. Javrrs. Do you find any need for a guaranteed account-receiv- 
able program, based upon accounts receivable attributable to exports? 

Mr. Marrinery. There has been expressed to us some interest in that 
field, on the part of American business concerns, but we have not con- 
sidered it an appropriate subject for an investment guaranty program. 

Dr. FrrzGreratp. As you may know, Mr. Chairman, a question of 
somewhat similar character was raised in 8. ion which has been intro- 
duced for the purpose of providing war-risk coverage on United 
States commodities that are held abroad for sale. It is not strictly 
accounts receivable, but it moves in that direction. 

Mr. JAvirs. Do you have any information on that that you want to 
give us? 

Dr. FrrzGrraip. We have thought some about the matter in connec- 
tion with S. 800, Mr. Chairman. We have not felt in general that 
the problem of insurance coverage and guaranties on stocks of Ameri- 
ean goods held abroad for resale was of sufficient significance or 
concern to warrant any major effort to cover that area. 
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At the moment, the limiting factor in most instances on the ability 
of the foreign buyers to purchase American goods is the general short- 
age of dollar exchange and not the location of the American commodi- 
ties. While it is a convenience to European or other buyers to have 
American goods close at hand in the event of an emergency, it is not 
the really limiting factor in the exports of American products at the 
present time. 

Mr. Javits. Thank you, Dr. FitzGerald. 

Mr. Harrison, do you have any questions ¢ 

Mr. Harrison. No questions, Mr. Chairman. 

Mr. Javirs. What is the next subject you have to discuss with US, 
Mr. FitzGerald ? 

Dr. FirzGeravp, The next item is the productivity program, which 
is somewhat of a misnomer. It consists of those activities which we 
carry on under section 516 (a) of the ae Security Act of 1951 
which specifically enumerates three tasks: First, the encouraged par- 
tic ipation « of free enterprise in the deve lop ment of the resources of 
foreign countries: second, the discouragement of cartels and monopo- 
listic practices; and, third, the encouragement of the development of 
and strengthening of the free labor movement. 

Our program during the last year, as a result of the legislation 
passed by the Congress in 1952, has broadened in scope and in content 
and, if I may, I would like to give you a little history in this general 
area since 1949. 

Mr. Javits. Go ahead. 

Dr. FrrzGeratp. When the Marshall plan legislation was _ first 
passed in 1949, provision was made in that legislation for the furnish- 
ing of technical assistance in a broad field. Under the authority of that 
legislation, an extensive program of exchange of technical advice, 
technical services, and technical assistance was undertaken. ‘The pro- 
gram consists largely of a flow of European agriculturalists, Euro- 
pean industrialists, European labor representatives, European farm- 
organization representatives to the United States, on the one hand, 
for study, for review, and examination into the American practice 
and the American economy generally, and a counterflow of American 
technicians to Europe in response to specific requests for technical 
assistance, advice, and guidance from European countries. 

Mr. LeCompre. That is point 4? 

Dr. FirzGrravp. That also is point 4, in the generic sense, Mr. 
Chairman. 

Actually, if you want to look at it this way, the Mutual Security 
Agency, as successor to ECA, has been undertaking in its own way 
a point 4 program since 1949. 

Should I point out, Mr. Wood, at this moment, so there will be no 
confusion, that there is not any overlap between the activities in this 
field of the Mutual Security Agency and the operations in this field 
of the Technical Cooperation Administration. 

The division is oaks ona geographical basis. The Mutual Security 


Agency has a program in the country that carries on all aspects of 
American assistance to that country. 
If we do not have a program in such country, then the Technical 
Cooperation Administration carries on all aspects of that assistance. 
Mr. Woop. I think it might be well also to point out to you that in 
the European area this sort of activity, while it would take the same 
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for of h iving technicians moved back and forth from both sides, 
nicians than are required in the 


l 
i } 


would require different types of tec! 
! derde veloped areas where point 41S operating. ‘I here IS that dis- 


Mr. LeComrrr. If I may interrupt, we do have technicians In South 


Dr. FirzGeraup. Yes, sir, many of them under the point 4 program. 
Mr. LeComrere. But not directly under what you are talking about 


at the moment‘ 

Dr. FirzGeratp. That is correct. 

Dur othe last 4 vears the M itual security Agency has sponsored a 
visit of around 10,000 Europeans to the United States in almost all 
fields of economic endeavor. We sponsored the visit of several hun- 
dred or pt rhaps 1.000 Ame ul to Europe, again 1n response to spe 
ein eque =t trol E lropea for technical assistance in the entire 
range of economic fields 

| t ex noe of pei ons has had two purposes One is the spec fic 
technical purpose of improving an operation, of assisting the more 
econ or more effective or more efficient prod iction, whether it be 

iltural field or industrial field, or elsewhere. 

It has also had a second and very important supplementary pur 
pose and that is to trv to get into the minds and understanding of 
Europeans what I call an understanding of the expanding economy, of 
the kind of attitudes that \ iad in this country with respect to in- 
creased production. lower costs. lowe1 prices, increasing wages the 
whole general philosophy of American expanding economy which is 
like] to be and in many mstar es is quite alien to European thinking. 


[intil one oets a desire. ! neentive, and understanding of the 
contribution which the American type of fre e-entel prise e oOnomy can 
have toward at expal dir gF economy improvement ot standard of 
livin er, the abil tv to more ably finance defense expenditures and de 
fense costs—there is not much use furnishing just the technical 
competence, 

You have To vet a < hay ve in the attitude of mind ( f many of these 
countries wl Ich has hee! accomp! shed and IS being accomplished 
in very considerable measure by this crossflow of technicians 

With respect to the second of the points that were mentioned in the 
legislation, the elimination of the restrictive practices, the progress 
of the work has been quite slow. 

There is beginning to develop in m ny European countries an ap- 
preciation of the adverse effects of various and sundry kinds of restric- 
tive practices in business and the industrial and financial fields. 

At least three vyovernments in recent months have actually under- 
taken, through legislation or other administrative steps, to curb restric- 
tive practices: 

First, Austria has repealed a very restrictive licensing law in which 
a newcomer to a trade or industry had to receive special permission to 
opel pa sho . 

In France, Premier Pinay reported last December that the French 
Government had dissolved 21 major private business “ententes” and 
their system of fixing minimum prices and, in the United Kingdom 
a Monopolies Commission has been holding hearings and getting an 
industry agreement to abstain from restrictive practices, or, failing 
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to get such an agreement, for asking Parliament to pass laws specifi- 
cally prohibiting these practices, 

We are, | think, beginning to get some impact of the efforts of the 
last 3 or 4 years, to loosen up and make more competitive the European 
economies, to increase both their technical ability to produce more 
efficiently and economically, and their desire to do so, their attitude 
toward the whole matter of economic development venerally. 

The last legislation, the legislation passed in fiscal year 1952, pro 
vided specifically that we could make $2.5 million available to an 
International agency that was established in this field, and we are in 
the process of now concluding with the Organization for European 
Economic Cooperation an agreement under which that agency will 
establish a regional center for carrying forward, promoting, and gen 


erally GIVING ouldance to a whole area of economic eApPal Ol; ln 
provement in efficiency and productivity, generally. 


In each ot the Ie iropea 1 COUNTIES, We have See] tabl Ss ied i pro 


i ¢ 
ductivity center around which, or through which, efforts in this whole 


general field are carried out by the participating country. 
In some Wmstancs they are doing a wood rt b. In othe} nstaneces 
they are just beginning to get under wa , but I think t ball tart 


ing to roll. 
We | n ch. 

visits of Europeans to this country or of Americans to Europe, sp 

Improvements have been made in productivity processes in industry 


wave a considerable number of instances in which. as a re It of 


and agriculture. Production costs have been lowered; the volume has 


been Increased, ar dthe e It and the ret - have heen s} ired between 


ote t 
the consumer in terms of lower prices and the worker in terms of higher 
wages, and not infrequently and perhaps usually management in terms 
of improved pront. 

Those are pilot plants of a fashion throughout Europe which we 
hope will result in a gradual expansion and transmission to other 
companies in other countries of the same desire, the same incentive 
and the same interest In competit vely provil 
put, profits, wages, and lowering prices. 

Under legislation passed by the last session of Congress, section 115 


] 4 +] ] ‘, +) 
(k). we have been negotiating with the Kuropeal ou ries to use the 


r their production out 


equivalent of S100 million of counterpart primarily for the purpose 
of making loans to small- and medium-sized industries, designed to 
enable those industries to improve their efficiency, to increase their 


} 


output, and, asa COnseq uUeice thereof. to share out with consumers and 


with workers the results of the increased production of, and increased 
returns to, the industries concerned. 

Those agreements have been signed in the United Kingdom, in Den- 
mark, and in Germany, and they are under negotiation in all the other 
European countries concerned. In most of the countries a 
are fairly close to fruition. 

We have simultaneously throughout the entire period been doing 


rreements 


all we could to support and improve free labor unions 1n Kurope; this, 
of course, has been particularly important in such countries as France 
and Italy where in the past the important and almost the significant 
trade unions have been Communist-dominated. 

The CGT. in France, which is the biggest trade union. is still Com- 
munist-dominated, but two other free labor unions have been organ- 
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ized in ape last few years and are gradually strengthening their hold 
on their membe rship of French laborers. 

We hs ave assisted in a number of ways free labor unions to develop, 
to expand, and, we hope, get members away from the Communist- 
dominated unions, particularly in France and Italy. 

We have had labor advisers in all of our European missions. We 
have arranged for a number of teams of labor leaders and labor mem- 
bers to come to the United States to see not only how American labor 
is organized and how it functions in American economy, but to see 
also how the whole attitude of management and labor, one to the 
other, and to the general concept of a growing, expanding economy 
has been so significant in the history of this country and in its economic 
deve lopme “sf 

We think we have had a major impact on attitudes in labor circles 
ioral. 

That As mee sents a very brief sketch of what we are doing in this 
field. . Harlan is here and Mr. Ozer, who might care to comment 
brik fly now, but I think perhaps it might be more useful to the com- 
mittee if you asked question 

Mr. Javirs. The sections of the act you have been referring to are 
516 (a) and 115 (k) of the ECA Act, as amended, in this discussion ? 

Dr. FrrzGeratp. That is right. 

Mr. J avirs. On this productivity program which you have just been 
explaining, do you feel we have made any appreciable dent on the 
European restrictive system ? 

Dr. FivzGeravp. | think they have them worried. 

Mr. Javirs. How many years do you think it will take to make any 
material dent on it at that rate? 

Dr. FrrzGieraup. It is a long and difficult and hard row to hoe, Mr. 
Chairman. Ido not want to say to the committee that we have made 
no progress. I think we have really done about as much as could be 
expected in a period of 4 years. To change the habits, customs, and 
traditions of generations cannot be done overnight. 

Mr. Harlan was in Europe for more than 2 years in this particular 
field in Austria and I think he can comment from practical knowledge 
better than I can. 


STATEMENT OF JOHN 8. HARLAN, DEPUTY DIRECTOR, PRODUC- 
TIVITY AND TECHNICAL ASSISTANCE DIVISION, MSA 


Mr. Hartan. Mr. Chairman, actually, we did not begin an extensive 
productivity program in the industrial area until late in 1950, so that 
the length of time we have to measure the success of the program by 
is really closer to 2% to 3 years. 

I think it would be hard to point to any individual cases where par- 
ticular cartels and monopolies have been broken although there are 
a few examples. 

However, the movement that has been started at the individual 
plant levels where we have begun to work with individual plants and 
to encourage the idea in those plants that they do not need to depend 
for security and financial success upon the group system which exists 
under the name of cartels and monopolies—they have a great many 
names for them in Europe. 
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It has been successful in a number of plants in getting those plants 
to drop out from the cartels. 

If enough of that can be gotten into motion-—and I firmly believe 
that it can—of course the whole cartel system will begin to collapse. 

Mr. Javirs. How much of a job, Dr. FitzGerald, do you think you 
could do with this $100 million in counterpart which has been made 
available ? 

Dr. FrrzGerarp. As I indicated earlier, sir, the intention is to use 
most of that amount upon the conclusion of satisfactory overall agree- 
ments with participating countries in loans to small businesses— 
medium-sized business primarily—in return for, if you like, breaking 
away from the cartel system and in return for agreement that they 
will permit work with the labor elements of their companies in devel- 
oping s satisfactory sharing out in productivity processes generally. 

The activity has been slow this ye: ir. Only three agreements have 
been signed so far. If it once gets rolling, $100 million or a major 
portion of $100 million available for loans would not last very long 
At the moment it is just getting started. Ithink some of my associates 
may disagree with me, but my feeling is that we are covered very 
well for some months ahead. 

Mr. Javirs. Do you have any recommendations for this committe 


as to the amount involved or as to the time for which jt is available? 

Dr. FirzGeravp. If agreements are cone! ed with the participating 
countries for all or a major portion of the counte rpart of $100 million, 
that counterpart will be availabl » for a fory ward per od beecau e there 
is no deadline or limitation on earrvis gy it over and using it in the 


months ahead. 

In most instances I feel the counterpart generated from the $10 
million will cover a prospective level of operations well into next 
year or perhaps through next year. 

We are a little undecided on that, Mr. Chairman, because we are 
considering in connection with our appropriations this year, that 
matter and we are waiting to see how the program goes to make a 
decision on whether we would need any or any substantial amount of 
counterpart for next year. 

Mr. Javits. Has the administration, or your agency, made any de 
cision as to whether you would take this money or the bulk of it and 
use it in one drive in one particular business in one particular country 
or are you spreading it around ¢ 

Dr. rrzG1 RALD. We have made a tentative allocation, putt or the 
most emphasis on the two countries in which we felt that the portion 
of this program was greatest and that was France and Italy. We are 
using or proposing to use—assuming agreements are entered into 
some funds in all the European countries or practically all the Euro 
pean countries, with one or two exceptions but we have tentatively 
allocated almost half of it to France and Italy so that we are not 
scattering it broadside. 

Mr. Javirs. Thank you, Dr. FitzGerald. 

Are there any other questions by any member? 

What is your next subject ? 

Dr. FrrzGrratp. Those are the two subjects for which the Mutual 
Security Act is responsible for administering. There are 1 or 2 
others there, but they are diverted by the State Department or the 
Department of Commerce. 
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Mr. Javirs. Did you want to say anything to us about the « uestion 
d . } | 


of pr vate investment ¢ 

D: FirzGEerRALp. I would like to have Mr. Pay lor report briefly on 
oa ons that he has been holding with private investors and 
others. He has been abroad once or twice in the last 8 or 9 months, 


Mr. Javirs. May I ask you one question upon the first program that 


we sed il the gual ty program. 

[ had my attention called by our staff assistant to a provision of 
the report of the Pr ents Materials Policy Commission of June 
1952, ’ : at 115, say e following: 

] v f be used te irage investment aiding 
ir ‘ luction of essential raw materials for the free world it would seem 
that they d available regardl of whether the country involved is 

ving direct d or whether it is willing to enter into agreements required 
t eM sec vy A 
\\ 0 re t ( ( t. Dr. FitzGerald 

Dr. ] rERALD. The p y of removing the geographical lim- 
tation of the guaranty program which still remains in the present 

y l der active consideration. Of course the program 

1] n all inist ces be limited to countries where it 1s needed 

d by the foreign governme 

Mr. Javirs. In effect, y do not feel, therefore, that this question 
of developing raw materials is being stopped in any way by the fact 
I { yuntry is buck ne the entry into an agreement ¢ 

Dy ey ZG LD 1 we a not t hnhkK SO, SIYr. 

\I Woop. Mr. Chan . in that connection, I have just checked 
t th Mr. Pittman: I think the act does limit the operation or the 
extel ) o1 Guarantte to those countries 1n Ww ( the United States 

rized to ury for rd ay uid program a d, therefore, I do 

t ye we now rr ve the i onl author Ivy to grant guaranties to 
American companies investing in countries which are not receiving 


aid under either the TCA legislation, or the MSA legislation, or 


On the other hand, I do not know of any requests for guaranties for 
these p poses that have reached us o1 that have been indicated might 


} ] ; +] | } id . ryrs : 
be wanted DV companle ! ountries other than where ald programs 
ol (730 I { I ) ng on 


Mr. Javrrs. Section 519 (b). Dr. FitzGerald, of the Mutual Security 
Act, allocates 850 million to acquire local currency for the production 
Ot mate ils in which the UW) ted States is defi ent. How does that 
Tie nit< the qu tion of guaranties or a report tO us on how MSA 
has carried out the provisions of the act which deal with economic 


Dr. FirzGeravp, This particular section does not have any relation 
to the guaranties section, Mr. Chairman. It was included in the leg- 


oO fo? the '*) rpose ot pr rmitting flexib lity if it Was needed, 
mm ection with the appropriation which is provided for in sec- 
tion 514, having to do with the production of strategic materials. 


The problem at the time that this legislation was enacted was that 
in many instances what was needed in the foreign country was not 
dollars, but local currency for local internal expenses and the authority 
to which you just referred permits us if necessary, and under condi- 
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tions required, to buy local currency for use in the development of 
strategic materials abroad. 

Mr. Javirs. Have you used that authority, at all? 

Dr. FitzGreratp. We have not used it; no. But, DMPA, acting 
on our behalf, has used it in connection with an industrial diamond 
project in France. 

Mr. Javirs. Do you think the raw materials program you are car- 
rving on is adequate without it ¢ 

Dr. FirzGeratp. At the moment our program is limited to the 
encouragement of the development of basic materials which are in 
short supply in the participating country. 

The Defense Materials Procurement \gency is responsible for the 
development of sources of raw material needed by the United States 
economy. We have considered once or twice the use of this parti ular 
section in connection with projects we have had or have now. ‘There 
are a number of difficulties with respect thereto, namely, the rate, 
whether there should be any guaranty of the rate of exchange. 

If you buy local currency now at the present rate of exchange with 
dollars and make it available on a loan basis which the borrower 
repays in loeal currency, which means that the loan return might 
be greatly different if the exchange rate had changed in the meantime, 
or does the borrower agree to repay the equivalent of the amount of 
currency required to pay the United States for dollars loan—we have 
found other ways around that problem so far without seriously 
interfering in any way with our basic-materials development. 

Mr. Woop. I would say if I may, Mr. Chairman, that it 1s, of course, 
desirable, In view of the Importance ot maximum development of 
materials as indicated in the report in the President’s Commission, 
to have this authority, and I think we have already shown that we are 
hot PoiIng to use it frivolously or unless it is necessary to do so. I 
would think our position before the committee would be that we 
would like to have this autho1 ity continued. 

Mr. Javits. Have there been any shortages in basic materials by 
the countries whom we are assisting for which they have appealed 
to the MsA Q 

Dr. IirzGERALp. There have been and there are now under con 
sideration, Mr. Chairman, a number of requests from participating 
countries for assistance in developing sources of materials and 
developing basic raw materials. 

We are processing those req 1@Sts, reviewing them, analyzing them, 
deciding whether they are meritorious and are sound, and are approvy 
ing such projects periodically, At the present time, as you know, sir, 
we also have available to us what we call a 10-percent counterpart. 
That portion of the counterpart which is deposited by the participat 
ine country for the account of the United States. That counte part 
is available by legislation for making loans in local currencies to pro 
ducers abroad who want a source of financing for expanding the } 
duction of basic materials abroad. We use those first, you see, sir, 
rather than using dollars. 

Mr. Javits. You are an agricultural expert. I do not know w 
you are charged specifically with that duty. 

Dr. FitzGerald, would you care to tell us anything about the foreign 
economics of the country with regard to agricultural matters. We 
hear of declining prices and we hear of reciprocity of trade. We had 


} 


t } 
het] 
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quite an exposition of that last week by Mr. Linder, Assistant Secre- 
tary for Economic Affairs. He spoke a good deal about agriculture 
and the desirability from the agricultural point of view of a more 
liberal import policy. 

Would you care to make any observations on that ? 

Dr. FirzGreracp. Mr. Chairman, I think this is a very basic and 
fundamental issue that is facing the United States. 

During the last 4 years the United States has exported about $4 bil- 
lion worth of agricultural products a year. The export of those 
agricultural products, plus the exports of a wide range of industrial 
products and others, has created what in the past at least has been 
called a favorable balance of trade; for example, we have been export- 
ing a great deal more than we have been importing. In the past, 
economists traditionally called that favorable. I think in some re- 
spects perhaps that is a proper definition of it, but I am not sure that 
in all respects It Is. 

The fact is, as 1 am sure Mr. Linder indicated to you, this favorable 
balance. so-called, was in large measure financed by the American 
taxpayer. 

lf, among other things, we want to lessen the burden on the Ameri- 
can taxpayer, and still maintain the export which agricultural people 
are particularly interested in, the wheat producers, the tobacco pro 
ducers, the soybean producers, the livestock producers, the fruit people, 
they are all interested in ma hntamning exports, and there must be some 
way In W hich foreign buyers ean get dollars. 

Now they can get doll irs 1f we give them the dollars. They can get 
dollars if we permit them to earn the dollars. However, if they do 
not vet them one wavy or the other they are just not going to be able 
to buy American Agric ultura] products or industrial products in the 
volume which American export Interests would like to sell. 

Mr. Harrison. Doctor, is there available a list of the agricultural 
products exported ¢ 

Dr. FrrzGrraup. Oh, yes. We could easily furnish you with one. 

Mr. Harrison. I would like to have that. , 

Dr. Firz{reratp. For the postwar year for example. 

Mr. Harrison. Well, you took a 4-year period. That is all right. 
Or a l-year period. 

Mr. Javirs. The witness will furnish that for the record. 
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(The information requested is as follows :) 


United States agricultural exports, value and composition, fiscal years 
1948—49—1951-—52 
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Mr. Javits. Do any of the members havi ny quesct son tl sub 
ject ¢ 


Mr. Harrison. 

Mr. Harrison. What were the agricultural imports over the same 
period, Doctor / 

Dr. FirzGeravp. They run almost as large, sir, but their compo 
tion, of course, is different. I am including as an agricultural prod 
uct, cotfee, for example, which you do not produce here. 

Mr. Harrison. Can you confine your answer then to the question, 
What is the value of agricultural imports that compete with domesti 
production / 

Dr. I rzGERALD. It is somewhat cdifhe ult to define compel tion 
this sense, sir, but it is relatively small. A few hundred million dol 
lars, is all. Perhaps $200 million. 

Mr. Harrison. Have you also listed that? 

Dr. FirzGeravp. We can produce that; yes, sir. 


32996—53 + 
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Che information requested is as follows :) 


States im} ts for consumption of complementary and supplementary 
cultural products, 1948—j9—1951-52 


m of com] mente j agricultural products. 


] HDOS > ji 1 ) TOUR ) 195] ly commodities ) 
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United States imports for consumption of eupplementary agricultural prodacts? 


} 


value and con position, fiscal years 1948-49 1951-52 


Mf 


Mr. Harris Ns | repre ent an agi utural a Ct Al r¢ 
a creat deal lately ibout Ne W Zeal ind ‘attle. Would you re to! ke 
a comment on that subject that I can take home ? 

Dr. Firzcgeratp. Weil, it was New Zealand beef. 

What happened was, about a vear or a year al da half ago, Canada 
had an outbreak of foot-and-mouth disease and the United States 
thereby immediately e] ibarg@oed the shipment of live « ttl nto the 
United States. That resulted in a surplus of live cattle in Canada 
The Canadians made a three-way deal with the United Ku 
New Zealand under which the beef from the cattle that would have 
come into United States was s] l} ped to the United Kingdom and 
a corresponding amount of beef which would have gone from New 
Zealand to the United Kingdom was sh pped to the United States to 
replace the cattle that Canada would have s! pped to this country 
the absence of an embargo because of foot-and-mouth disease. 

The total quantity of that New Zealand beef was 60 million pounds, 
50 million of it bone-in and 10 million of it bone-out. 

Now the bone-out beef went into processing channels, the manfa 
turers of canned meats of Various and sundry kinds al dd d not ippear 
as such on the market. 

The bone-in meat. was sold through six American beef pa kers into 
retail channels as frozen beef. 


signi wnt 
ericultural trict nd have he 


One of the difficulties that developed in this connection—well, first 


of all there was a coincidence that this New Zealand beef happe ed 
to be coming in at a time when there was and would have anyway been 
a decline in United States cattle price , it started con hg in when 
OPS had price ceilings on beef. United States Government graders 
took one look at this New Zealand beef and said, “That is commercial 
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beef.” When they said it was commercial beef that automatically 
established a price on the beef. 

Now one of the reasons I am told—and I am not a technician in beef 
orading so I hope this is right—one of the reasons, I am told, why 
this beef was orad dd commercial was that it was frozen and when beef 
is frozen it darkens the color of the bone and the age of the beef is in 
part determined by the color of the bone. Now actually this was not 
3- and 4-year old beef, but 18-month or 2-year old beef and if it had 
been fresh it would undoubtedly have carried a higher grade and got- 
ten a higher price under OPS ceilings and therefore not look like it was 
such ab irgain to American buyers. 

The other coincidence or difficulty, if you like, was that once having 
entered the United States market and having been oraded, even after 
OPS price ceilings were removed as they were 2 or 3 weeks ago, it 
still earried the commercial grade on it, and even after the original 
American seller and the whole ale and the retailer added their normal 
mark-up to it, it stil] looked like a barem in the retail stores of Ohio, 
Minnesota and the midw generally. I was in Minneapolis last 


week and was told a few thousand pounds of this New Zealand meat 
h ad hown up in a couple } it her shops in St Paul and consumers 
we) “l up a block and a half to buy the stuff. It was a bargain 


it trie } rices at which it came into this country. There was a sel of 
reumstances that resulted in it. 
Now a ially, the 60 million pounds was just a small amount in 


terms of our total productio1 It amounts to about one quarter of 1 
d *s cons ption. 

Mr. Harrison. Do we export beef in this country ? 

Dr. FrrzGrraip. We do export beef mostly anned form and 
mostly te Lat America ountries, The volume is small. We import 
live tt from Canada and Mexico and we are a slight net importer 


of beef today 

Mr. Harrison. Yo that is verv slicht ? 

Dr. FirzGrratp. Veo o \ 

Mr. Harrison. You ‘woul not care to ap] roximate the extent 
to h we are net Importers ¢ 

Dr. FrrzGrrarp. I can verify this for the record but I would guess 


oul et imp rt of Der f CO}! titaute not more t}) in ¥ percent of our 


T F States net imports of beef, total beef supply, total meat supply and net 


mports as percent of supplies 1948-49 to 1951-52 


x ‘ 1.4 
) x RES 1.1 
, 4 24 4 1.9 
y 3 4, 04 4 4 1. ¢ 
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Mr. Harrison. And it has in your judgment—to what extent do 
you think the importation of beef affects the domestic price of beef 
in this country? 

Dr. FirzGeratp. I do not think it is measurable, sir 

Mr. Javirs. Mr. LeCompte 

Mr. LeCompte. Some of that New Zealand beef was sold out in 
Towa. 

New Zealand does not produce a great amount of beef. There is 
more veef in Iowa than in Australia and New Ze: aland and all the 
British Empire. How can they ship beef over here? The man who 
produced the beef did not get anything for } 

Dr. FirzGeravp. And the Canadian aaa board who owned this 
beef were very unh: ipps because the sy lost a lot of mone y on it. 

Mr. LeComrre. The man who produced that beef did not get any- 
thing for it, or else some ‘body along the line lost lots of mone ¥. 

Dr. FirzGrratp. The New Zealand beef producer is getting what he 
considers to be a reasonable satisfac tory price for his beef on the hoof. 
Now normally that beef goes to the United Kingdom. 

Mr. LeCompre. I was in England some time ago. With all our 
cordial relations with Great Britain and all the money we have loaned 
to Great Britain, we still do not sell them any beef. If it was not the 
Ambassador himself it was somebody else at the American Embassy 
told me there is no meat from the United States sold in England ex- 
cept very fancy small amounts of particularly nicely canned meat of 
some kind that has no volume at all. Either pork or beef. 

Dr. FrrzGeravp. That is correct. 

Mr. LeComprr. They buy from South America, mostly from the 
Argentine. 

Dr. FrrzGeravp. They bought some pork from the United States 
in 1948 but since they have not. 

Mr. LeComrrer. The meatpackers in this country cannot sell their 
products in Great Britain for some reason. 

Dr. FirzGrratp. There are two reasons. One, in terms of the prices 
Britain buys meat for from other sources of supply, Argentina, Aus 
tralia, Brazil and so forth, United States meat prices are very much 
higher. 

No. 2, and of course the more compeling reason is that the British 
are very short of dollars. 

Mr. LeComrre. Don’t they have dollars to trade with the Argen- 
tine? They have something. 

Dr. FrrzGrravp. They trade with Argentina in sterling, and of 
course Australia and New Zealand are a part of the sterling area. 

Dr. FirzGreraup. That is correct. Before the war the British used 
was sent from lowa to England. 

Dr. FirzGeraup. That is correct. Before the war the British used 
to buy substantial quantities of meat from us. 

Mr. Harrison. They used to buy a number of Virginia apples that 
they do not any more. 

Dr. FrrzGeravp. That is correct. 

Mr. Harrison. ] hope the rule has been suspended to allow us to 
take an extract of the testimony on this subject. 

Mr. Javirs. For the information of the committee, it is the general 
practice to permit these witnesses to edit their testimony and then 
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to eek pern sion of the chairman of our committee to make it avail- 
able in the record of testimony which will support our big bill, as Mr. 


Mr. Harrison. I would like to put this in the Congressional Record 
lit to: yple | y district. 
Mi J AVITS Mr. 3 tzGreral « GAO you ClLOOst to yiel | to Mr. Taylor 


ne 

D I’ rrzGERALD. Y ¢ s. Ul less there are furthe1 questions, 

I might conclude by saying that in a With this points up this so- 
called dollar-gap problem that we started to talk about a few minutes 
avo It is Just fact that there isa oreat deal of demand for Ameri 
can products and I suspect for beef in the United Kingdom, but it is 
not effective because Europe does not have the dollars to buy American 
beef as well as all the other things that it needs to buy from dollar 


Mr. Buriueson. Mr. Chairman, I am not a member of your sub 


ce mittee but if you W 1] permit me I might say to the cventlemen 
from V roinia and lowa Lhat I have been talk o about beef and 
cotto ind oil and wheat and just about everything else that you can 
imagine, for a long tim I have not advocated a giveaway program 
simply to relieve surpluses but to do that which we have been doing, 
o ¢ consideration to using what we have on hand. 

Particularly, I have urged that we recognize the fact that in some 
Oot oul effort LO help ot el people, we have created competition for 
ourselves, while at the s time we had the problem of farm surpluses. 

Mi Harris N. Tk not see anv reason to make ik ord of this but 

we Tarmer has be per ided to believe that t 1e reciprocal 

{ } ! i ! } tor the iro} price ot catttl 

i drop the prices of every ge. It mak ery difficult for 
( rted it 

Dr. FirzGeravp. It j not so. 

\[r. HLArrison It not so and I want to get mething to confirm 
{ { 


Tavirs. Thank you, Mr. Harrison. 
Mr. Burteson. I am not too sure. Mr. Harrison, that it is not so. 


I 1 not convinced, with all deference to Dr. Ff CZa rald and others. 
On the other hand, there are some things we have to face and make 
the most of it. 

Mr. Harrison. The tobacco people have some sort of special pro- 
‘ whens dollar are put uy to buy the tobacco ? 


Dr. FirzGeratp. Do vou mean for shipment abroad ? 

Mir. Harrison. Yes. 

Dr. FirzGerarp. No, far as I know there has been no Govern 
ment-ii need exports of tol cco for the last year 

Now the Con modity Cre 
ment with the ™ ted King 
acco t of the Un ted K nedom but it is not made available to the 
Unit d Kingdom until the U1 ted Kingdom pays for it. 
Mi H RRISON, It seems there Was a 200d deal said about our giv- 


ing them somethin o bes des these things that thev h id to have. They 
were golng to havea little toba oO for them. ] remember the tobacco 


1 


it Corporation, I believe, has an agree 


] 1 } . , . 
lom in which tobaeco is optioned for the 


people vot someth ng. 
Mr. Burieson. Long before the Mutual Security Program, we had 
a system of dual pricing on some things, such as wheat—we have 
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dual pricing of wheat now. That which is exported and that which 
is sold for domestic consumption. Some advocate extending such 
a practice under present conditions. 


Mr. Javirs. Mr. Wayne Taylor 


STATEMENT OF WAYNE C. TAYLOR, CONSULTANT TO DEPUTY 
DIRECTOR, MSA 


Mr. Taytor. I more or less dislike interrupting this discussion that 
is going on because I happen to be a cattle raiser, too. I tl nk it hely 
to emphasize the fundamental approach which I understand your con 
mittee has to this whole subject. This agricultural dual-pricing sys 
tem has been in existence since 1933. It has not been very widely 
used but it somethin vo that has been on the atute bor k al d there 
have been occasions when it was not too popular with people in other 
countries. 

The question of private nvestment, and I would =a nol recent 
activity of the ECA and MSA in that field, I think. probably grows 
out of the study that ECA and the Departme t of Commerce Oo! 
ducted in 1949 which dealt more spe fi ally with the dollar-earning 
possibilities. | do not Say that we comed the pli Se Or 7 dollar 
gap but it is quite possible that the ad nauseam which you referred 
to about the dollar gap I would say was first emphasized as a result 


of that report. 

I do not think anybody has argued about either the figures 
selves or the size of the prob lem since that time 

One of the things that was mentioned in that report rathel lie tly 


was the question of the stimulation of investment overseas. It 
a terr! bly Important factor. In other words, dollar inv ment ove! 
seas cdloes put the forelen country a su h In a position to use those 


dollars for purchases of other American products, just as the sale of 
foreign products in world markets which are, we could say, hard 
currency markets, does permit the purchase of American prod 

It is quite obvious that an investment produces the same results 

Another thing which we felt to be very important was that Amer 
ean techniques stay abroad if they are represel ted in contractual 
form. Whether it is a direct investment, whether it a | nsing 
arrangement or any other type of relationship which is in contract 
form, rather than, say, one quick survey, and after that you are 
through. 

With all due respect to some of our productivity efforts, unless 
results in a long-range, long-term contract with an American group 
which can continue to sup p rly the new te hniques which we dk velop 
you do not get a completely satisf: wctory result. 

ir or inst: uce, if one of us came Into a ” Evel ular ( ountry, we would 
have a quick look and we ousa say, “Well, obviously you do not 
pac k your things right. This is the I: atest. wi ay that we do it.” 

That would be valuable, but in subsequent years you might develop 
a lot of new techniques as to how to do it. 

Also, we have found that the good American firms when they go 
abroad, particularly when they go abroad in partnership with the 
nationals of other countries, over a period will add a great deal to the 
productivity, the general, social approach of industry, which in turn 
gets into the social approac h of the Government. and so on. 


‘ 
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You cannot do it in 15 minutes. The best results we have found 
have been the ones that have gone there, made their mistakes, adapted 
themselves, and lived in the other ec ountry. 

I would like to emphasize that aspect of it particularly. 

Then, in August 1951, Mr. Foster, who was then the Administra- 
tor of the ECA, asked me to act as a special consultant on this whole 
question of private investment abroad, and the place of the private 
as opposed to the public authorities in this whole international-trade 
field. 

I have continued, with a number of minor interruptions, to consult 
with Mr. Foster’s successors, and preparatory to the change in admin- 
istration I was consultant to a group in the DMS, office of the Director 
for Mutual Security, which was exploring all the possibilities that 
might be recommended to the new administration. 

Mr. Johnson, who is back of me, was generally in charge of co- 
ordinating that work. 

The administration, as such, has not taken a position on any of 
these matters. Therefore, I do not think it is appropriate for us 
to indicate what they are. They include generally the fields of what 
the other country might do if it seriously wishes to attract outside 
investment. 

I think we are more prepared to talk about that than we would be 
to talk about what this country should do. 

However, I can indicate in general the lines which action would 
take. It would go into some of the guaranty aspects which have al- 
ready been discussed. It certainly deals w ith the question of taxat ion. 
I think most of the private groups indicate that taxation to encourage 
overseas investment would probably be the most effective single field 
of activities. 

I will not comment in detail. I think there has been plenty of 
testimony in past years on that aspect. There may be variations which 
the Administration will submit to you a little later. 

I think that gives as much of a general approach as you probably 
want at this time, Mr. Chairman. 

I would be delighted to answer any questions because, as you know, 
I have been working with various aspects of this for more years 
than I would care to admit. 

Mr. Javits. Mr. LeCompte, do you have any questions of this wit- 
ness ¢ 

Mr. LeComprr. I was just going to go back to beef again, just 
momentarily. What are we going to do to capture some of the beef 
market in England ? 

Mr. Taytor. England’s problem principally is a shortage of dollars. 

Mr. LeComrre. If they could buy Argentine beef cheaper than they 
could American, the shortage of dollars would not affect that; 
would it ? 

Mr. Taytor. That would not affect that, but also you have a situ- 
ation in which Argentina is not as big a beef producer as she has been. 

Mr. Harrison. What would be the effect on the English market ? 
Do you think they would purchase more from us if they could pay 
for it? 

Mr. Taytor. Obviously they would. I do not know whether it 
would help the beef situation. 
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Mr. Javirs. Do you have questions, Mr. Burleson ? 

Mr. Burteson. I have no questions, thank you. 

Mr. Javits. We have all heard a speech by Eric Johnston some days 
ago where he urged certain changes in Government legislation pri- 
marily with respect to taxation to encourage private overseas invest- 
ment. Could you give us some opinion on that ? 

Mr. Tayzor. I think without any question the business community 
feels that you will get the most immediate action in that form. I 
think Mr. Johnston certainly reflected the opinion of the business com- 
munity. 

Mr. Javirs. In other words, if we wish to stimulate overseas pri- 
vate investment, the best medium is through tax consideration ? 

Mr. Tayvor. Yes. I think there are others that have to be taken 
into consideration, too. As you know, we are terribly tax conscious, 
and we are used to things like accelerated depreciation for purposes 
which we feel to be in the national interest and that would certainly 
be one of the things that I think would be very popular with the busi- 
ness community. 

Mr. Javrrs. You would have the Government determine which over- 
seas investment program should be entitled to tax indulgence, is that 
correct? In other words, you would try to channel private over- 
seas investment ? 

Mr. Tayrtor. Actually the rec ipient country is the one who probably 
should determine what activities it wishes to develop. I do not think 
we would have any difficulty in agreeing with, let us say, the borrow- 
ing country and the country that was seeking investment, as to which 
fields of activity were in their general interest. 

Mr. Javirs. Now, the major tax reform you seem to have in mind, 
then, is 5 vear, or thereabouts, amortization ? 

Mr. Tayvor. I think that is one. The other one which has been 
discussed any number of times is this theory of double taxation. In 
other words, for this kind of thing, tax it where it is earned. 

Mr. Javirs. Of course, we do not have full double taxation with 
some countries with whom we have tax treaties, is that right ? 

Mr. Taytor. Even with or without a treaty, in our own tax legis- 
lation you allow certain deductions and then what comes back here 
is fully taxed. 

Mr. Javirs. I have heard it said that the opportunities for profit- 
able investment in the United States are so great that it would be im- 
possible to give adequate inducement, which was within reason, to get 
really large-scale, private overseas investment. 

Mr. Taytor. I do not agree with that. 

Mr. Javirs. You do not feel that is true ? 

Mr. Taytor. No. 

Mr. Javirs. You believe large-scale overseas investment could be 
brought out essentially by the tax means ¢ 

Mr. Taytor. Well, that is just one of the aspects of it. I think the 
attitude of the other country is of paramount importance. I mean, if 
it really wishes to encourage the development of industry, agricul- 
ture, and so on, it can follow certain standard practices which are 
very well known. 
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Mr. Javirs. Now, do you feel that we have made adequate progress 


] 


n co ludiu 


@ the necessary treaties with foreign countries so as to 
accommodate private investment ? 

Mr. Taytor. No. 

Mr. .J AvITs. Do you have any recommendations for us on that score ¢ 
What can we do about it ? 

Mr. Tayior. I think the reeommendation that was included in your 
report last year is still ap ——, 

Mr. Javirs. You feel } till valid ? 

Mr. Taytor. Yes. 

Mr. Javirs. To what extent do you think the point 4 or technical- 
‘l ince program can be tied into providing proper openings for 
or ot rwise aiding in the overseas investment, or private investment 
program ¢ 


Mi | YLOR. Well, certain aspects of point t technical as istance are 


eerta V not competitive but ilmost fund imental to creating condi- 
tions which make certain other types of private investment possible. 
A lot of them have to do with roads, port facilities, agriculture, 


and so forth, to say nothing of sanitation, public health, educational! 


la lities for the local population. 
In that last connection, when you recog! ss that you have tot rain 
the majority of your personnel which is ing to be operating in 


American industry abroad, the fact that a Pct ate person can art 


ously go furthe along in the industry pattern than an illiterate one 
obviously any help we can give t » education in those countries is 
terribly important. 

Mr. Woop. Mr. Chairman, could I comment on something here ? 

Mr. Javits. Yes. 

Mr. Woop. I take it this is a sort of general consultation within the 
family. 

Mr. JAvirs. That is right. 

Mr. Woop. I think we all agree we would like to make faster prog- 
ress in these treaties. 

I happen to know of my own knowledge that the lack of progress 
cannot be charged to a lack of enterprise and energy and desire to 
accomp!| sh these things on the part of the State Department, which 
Ss responsible for doing these things. 

1 have seen con siderab le evide nce of ar eal desire to get on with 
this work, and the very exce lle nt and ananiaky pressed activities con- 
ducted by the Department in trying to get along with it. 

I am not trying to speak for you, Mr. Taylor, but at least that is my 
lmMpression of it 

Mr. Taytor. You tend to emphasize the remark I made. In your 
legislation last year you mentioned treaties in limited form which 
dealt only with this subject. I was referring to that part of it, rather 
than the general treaty program. I do not think there have been many 
attempts to make that type of limited agreement. There are great 
difficulties connected with it. Maybe we have been a little too in- 
conclusive and a little too pure, but they have been trying very hard 
to do it. 

Mr. Javirs. Section 516 (b) charges the Mutual Security to co- 
operate W ith “private business groups” to encourage greater partici: 
pation in the guaranty program and overseas private investment. 
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Can you tell us what has been done with the private business 
groups ¢ 

Mr. Taytor. I would say the specific things that have been under- 
taken, other than the many conversations you would have in normal 
business, have been established through the MSA contact clearing- 
house. That has been a very useful activity. 

At least, it offers a method of getting information about activities 
from here to there rather quickly. 

Mr. Javirs. What isthe MSA contact clearinghouse ? 

Mr. Tayror. That is set up in the Office of Small Business, and, so 
as to be sure, I give you an exact description. I will read this: 

The Office of Small Business in the Mutual Security Agency has developed a 


service known as the contact clearinghouse service, which encourage nd helps 





American enterprises to explore possibilities of investing their industrial patents 
or processes, equipment, service, and/or capital abroad 

It publishes specific opportunities for American investments abroad and also 
propos son the part of American enter} ses to invest abroad his 
tion is disseminated by approximately 5,600 voluntary unpaid field counselors 


in the United States and western Europe Approximately 2.400 United 8S 
and foreign firms have registered specifi nvestMent propos s with this sé ce 
since its inception in 1950. The contact clearinghouse service is being ¢ nded 
to countries in the Far East, Asia, Latin America, and the dependent overse 
territories of the nations of western Europe 

This service, which is conducted by the Office of Small Busir 3 t nominal 
cost, is made possible by the cooperation of pi ite b I Ss sel ‘ ps 


as industrial associations, chambers of commerce, and banks 

Mr. J AVITS. Has any effort been made to get large S\ al 
ments to go into overseas investment 4 

Mr. Taywor. Frankly, sir, I do not think in a case of that type that 
coing through an association 1s a proper approach. 

Mr. Javirs. Have any of the great industrial aggregations been 
approached, perhaps through their trade associations or directly / 

Mr. Taytor. I think there have been a number of them that have 
been approached individually. That is the point I want to make. 
When they are as big as that, they work with the trade associations 
all right, but they do not need to have that channel of approach. 

Mr. Javirs. What has been the result of those approaches ? 

Mr. Tayuor. I could not be very specific about that. 

Mr. Javirs. That you made them, or someone else ? 

Mr. Taytor. It depends on the situation. 

Mr. Javirs. Nothing has actually happened ? 

Mr. Taynor. I think we know by the guaranty program, rather 
specifically, a great many things that have been discussed through 
the guaranty program and other preliminary conversations which 
have turned into investments, but without the use of the guaranty, 
you see. That very often happens. 

Mr. Javirs. As far as you know, Mr. Wayne Taylor, have we made 
any broad-scale offensive to get private overseas investment ? 

Mr. Taytor. I think it is a question of definition mainly. 

If you say “Has the entire administration”- either the 
or this one—“taken that up as one of the primary policie 


e commit- 


redecessor 
a I would 


say that it has not been made clear to the world at large that that is 
the case. 

Mr. Javirs. Has it been made clear to you as one of the major fac- 
tors in the adminstration ? 

Mr. Taytor. I have been a consultant and not an operator. 
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Mr. Javirs. You were, were you not, Assistant Secretary of Com- 
merce ¢ 

Mr. Taytor. I was Under Secretary of Commerce for a number of 
years. 

Mr. Javirs. That is what I thought. 

In any case, ho such thing has been brought home to you’ 

Mr. Taynor. As I say, I have been chief consultant on the subject. 
I make re ommendat ions when the spirit moves me and the committee 
is receptive, which I must say is most of the time. 

Dr. FrrzGeratp. Might I just comment on that: 

I think, in answer to your specific question, one would have to say 
“No,” because what we are trying to work through now are the road- 
blocks. I mean, you seas cannot appeal to American private business 
on a large scale and say “We recommend you go and invest X billion 
dollars abroad.” They are going to say to you, “Nothing doing, thank 
you.” 

I would look at it a little bit this way, sir; that foreign private in- 
vestment is like something at the end of a rope. You can pull it but 
you cannot push it. Youhave to get foreign interests or foreign gov- 
ernments to pull private investments. You cannot push them in. 

The best example of that, it seems to me, is in the case of Canada 
where there has been an effective climate for private investment, and 
its pull of private investment has been to such an extent that the 
Canadian dollar has gone to a premium over the American dollar, 

One of the things we need to do is to work with these countries so 
that they do appreciate the contribution that private investments in 
their country can make and will establish a climate that will pull pri- 
vate investments in there. 

It is on lv when you have that sort of climate established, it seems 
to me, that you can really go to American business and say, or Ameri- 
gre gations of private « apital, and say, “Nov casa pub 
lic service as well as in your own private interest, here are oppor- 
tunities on a large-scale basis.” 

Mr. Javrrs. Mr. Wayne Taylor, I notice the way 516 is written, it 
does not require your agency, the Mutual Security Agency, to com- 
ment directly upon the study called for by the Department of Com- 
merce on the legal and other impediments, foreign and local, to pri- 
vate investment abroad, but have you done so in your report or could 
you do so? 

Mr. Taytor. I do not think we could. We have worked with them 
on certain aspects of it. 

Mr. Javirs. You have worked with Commerce so the Commerce re- 

sorts would reflect the views of your agency as well. 

Mr. Taytor. No, because to my knowledge the re port is in the fact- 
finding stage. We have had a number of discussions with them on 
this subject and on certain of their inquiries we have assigned some 
of our personnel to conduct the specific inquiries. 

Mr. Javrrs. Thank you very much. 

Mr. LeComprrr. I have no questions. 

Mr. Woop. Mr. Chairman, we have here three documents which 
we would like to have included in the record. 

The first document is entitled “The Director for Mutual Security.” 





can ag 
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The second document is entitled “Activities of the Mutual Security 
Agency in the Encouragement of Private Enterprise and Increasing 
the Flow of Private Capital.” 

The third document is entitled “MSA—Investment Guaranties. 

Mr. Javirs. Without objection, the three documents you referred 
to, will appear in the transcript at this point. 

(The documents referred to follow :) 
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Tue Director FoR MUTUAL SECURITY 


The Mutual Security Act of 1951 assigned to the Director for 
primary responsibility for continuous supervision and general 


“ 





programs of military, economic, and technical assistance authorized in the 
The Director thus acquired responsibility to coordinate the efforts under the 
for international development to encourage “the flow of investment capital” and 


under the Mutual Security Act of 1951 “to eliminate the barriers to, and provide 


the incentives for increased participation of free private enterprise” (sec, 
516) The Mutual Security Act of 1952 amended section 516 of the 1951 act 
by adding specific references to the responsibilities of MSA, TCA, State, and 
Commerce in encouraging private investment It required MSA, under DMS 


coordination, to “encourage a greater participation by private capital in the 
guaranty program.” 

The Director for Mutual Security, after consultation with the National Ad- 
visory Council, established in February 1952 an Interagency Committee on 
Private Participation in Foreign Economic Development in order to provide a 
common forum in which all agencies whose operation in any way could encourage 
private investment abroad were represented. In addition to MSA and TCA, 
other member agencies, not under the coordination of the Director, included 
State, Defense, Treasury, Interior, Agriculture, Commerce, Labor, Exnort-I 
port Bank, Defense Materials Procurement Agency, Securities and Exchange 
Commission, and, in an asociate capacity, the International Bank for Recon 
struction and Development. The committee served as a facility to make possible 
greater interagency cooperation through the exchange of information and ideas 
It has not served as an interagency coordinating body 

In July its operation was made more effective by the establishment of a steering 
group consisting of the agencies most concerned. The group included MSA, TCA, 
State, Treasury, Commerce, and, on some matters, the Export-Import Bank. 
Throuch weekly meetings with this group during the early months of the fiseal 
year, DMS kept itself closely informed of the activities of the principal agencies 
concerned. For example, the group provided an effective forum for formulating 
comments and recommendations for the United States representatives at the 
meeting last summer of a group of experts requested by the OEEC to study 
private investment in dependent territories in Africa In July 1952. DMS issued 





a document, prepared cooperatively with the agencies, setting forth their polici 
program plans, and organizational responsibilities relating to sectior Lf, s 
amended. Directives were issued to the 2 agencies under the coordination of 


DMS and particularly to undertake intensive programs as rapidly as possible 
in certain specified countries that the agencies might deem most appropriate f 
initial effort and experimentation. This is being pursued by both agencies, as 
described in the sections which follow 

There was no general disposition among the member agencies to use the 
committee for coordinating purposes. Concvressman Javits’ original amendment 
requiring coordination by DMS of section 516 activities of all agencies was elimi- 
nated in the final form of the 1952 act. 

More recently, direct agency to agency contact has been maintained wit] 
TCA, MSA, State, and Commerce on their various specific assignments in section 
516. In particular, there have been meetings every 2 weeks between DMS and 
Commerce concerning the progress of the investment study being condneted 
pursuant to the legislation. DMS has also been in close touch with problems 
which have arisen in extending the investment guaranty program to the under 
developed areas and in initiating experimental investment programs in particular 
countries. 

During October, it became apparent that the Commerce study would probably 
not be available in time to be a basis for fundamental discuss‘ons in early 19 
on the future activities concerning private investment under the foreign 


assist 


ance program. The course of the study indicated that it would be concerned 
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nvestment conditions and the nature of investment deterrents 
i eS th re endations for improving such situations, and 


n extended treatment of financial inducements which the United 
as measures canable of a significant 

n the rate of new private investment abroa Therefore, DMS, 
d of a sma tempor y staff drawn from MSA and TCA, and sup 


by several part-time nsultants, has been preparil preliminary 

t the Director concerning various forms of inducements to e1 

eater amount of pr e investment abroud, It was hoped that this 
sef COI ement to the Commerce stud 
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enterprise and increased private investment, both from foreign and local sources, 
is illustrated by the following partial list of accomplishments : 

(a) The whole program of economic and military aid to Europe has greatly 
helped to counteract the underlying conditions of economic and political in 
security which have inhibited private enterprise and investment; (0) consid 
erable progress has been made toward the integration of European economies 
to permit freer trade and greater competition within the borders of Europe 


Examples are the European Payments Union, the OEEC trad beralization 
program, the Schuman plan, and the proposals for establishing an integrated 
production and procurement system under the European Defense Community 


(c) productivity centers have been organized and extensive information 
grams undertaken to stimulate interest in and action toward the objective 


section 516; (d)specific problems have been pinpointed in several countries fo 





special attack—for example, appreciable progress has been made in securing 
basic tax reforms in Italy, the beginning of antitrust measures in France, and 
action to reform the banking system in Austria; (e) counterpart funds h: 
been used for special credit programs designed to ene urage private investment in 
key industries Examples are the provision of credits through the Industria 
Development Bank in Turkey, the Berlin investment program: (f) investm 


programs in all the participating countries assisted by counterpart funds have 
helped to rebuild, expand, and make more efficient the basic structure required 


as a foundation for effective private enterprise; (7) steps have ee! ken 
vith respect to the future industrial development of underdeveloped areas An 
industrial development stall has been established with the re nsibility f 
working with the MSA missio1 ind country governments to deter I ure 
potential industrial grow ; or areas of industrial support to agricu 
economies; or industrial support to basic materials projects. Well-known con 
sulting engineering firms are being utilized in making detailed ustri ( 
of specific industries having the best potentials in terms of economic co 

and investment appeal. In making the survey particular attention is being paid 
to obstacles to both local and fo gn investment } the program of MSA 
productivity and technienl assistance j large oriented toward developing 
the kind of economy which ultimately wi iftract Private capital M 
specifically a large part of the counterpart provided from $100 million set aside 
for this purpose in section 115 ) of the ECA Act w be ou 1 to fin 

to industry under European ownership and management plant improvement 


and organization. It is anticipated that MSA w supply or . portion of the 





funds that will be required to finance these loa rhe b I of the 
will be provided from lk 1 « ital and ma ul nf r ey p n t xe 
of the Netherlands to as much as three times the United States contribution 
(7) responsibility has been assigned MSA for coordinatil n the United State 
matters and activities pertaini: to those internatior ents whiel 
hive been signed between the United States and the United Kingdom, and 
between the United States and Italv, and whic ire being ne tiated between the 
United States and other par pa g countries l 11 
exchange f tec] ( I rl nf le nse purposes 
The extet which the MSA program has been lendit ect 
en ri ae ent I e ent st ind ‘ eding ves 
nlv illustrated he r e] rive) he \ 
In addition t } hove | u ] I issu inv contir y 
b il I fl W ‘ 1? it¢ l ‘ I 1 t 
nto « equ t ential r the ter to dev 1 re 
ite and ( vl f think ind VS loing of 1 
to under paragraph 2 above and, further, to develop te niques 1 g 
foreign capital In recognition of f1 he Interagency Committ formed 
the purpose of advising the Director for Mutual Security on carrying ot 
poliey expressed in section 516 (a) (1), recommended a definitive pr 
action to encou the flow of ] ite capital, both local and f ! ! 
economic development of part patin countries rtict I nnderde 
areas The missions have heen advised of the mportance with wl } 
pre ‘am is regarded n Washington Certain countries have beer nit 
selected for intensive efforts to overcome impediments to private investme 
to seek out opportunities which would be attractive to p ate capita I 


eountries have heen selected on the basis of (a) diversifieat n n the pol 
and economic characteristics and in geographic location; (b) a receptive attitude 
on the part of the government to collaborating with the United States Gover 
ment in bringing about an improvement in conditions conducive to increased 
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participation by private caipital, local and foreign, in the economic develop- 
ment of the country; (¢) the relative importance of the economy of the country 
both as to mutual defense and as to economic development in the less 
developed areas of the world; and (d) reasonable expectation that opportuni- 
ties for productive private investment exist 
After appropriate consultation with and the approval of our missions and 
the governments of the countries selected, Mutual Security Agency plans on 
sending out teams of experts to those countries who will work with the ambas- 
sadors, mission chiefs, foreign government officials, and with local private busi- 
nessmen in (a) identifying and attempting to rectify the principal factors which 
are deterrents to private investment in the country, such as government policies, 
laws or the enforcement of laws discriminating against private investment local 
and foreign, limitations on repatriation of foreign capital invested and remit- 


tance of prot 


selected 


fits, multiple exchange practices, inadequate local banking and credit 
facilities, inadequate legislation (taxation, adjudication of claims, enforcement 
of contracts, mineral leasing, labor), lack of trained local personnel; ()) dis- 
cussing with government officials the establishment of eifective local organization 
(1) to develop a local capital market to furnish or channel capital and credit to 
approved development enterprise; (2) to define and properly present investment 
opportunities with a view to attracting local and foreign private capital into 
rojects; and (3) the possible creation of a ministry or agency or other 
investment promotion similar to that, for example, established in 


Based on the experience gained in these selected countries, the program will 
be broadened to include intensive efforts in other MSA countries and depend- 
ent overseas territories. The development of this program is being closely 
coordinated with the programs for industrialization and with the plans of en- 
couragement of greater participation by private capital in the guaranty program. 

The Office of Small Business in the Mutual Security Agency has developed 


a service known as the Contact Clearing House Service which encourages and 





helps American enterprises to explore possibilities of investing their industrial 
patents or processes, equipment, services and/or capital abroad. It publishes 


specific opportunities for American investments abroad and also proposals on 
the part of American enterprises to invest abroad. This information is dissemi- 
ated by approximately 5,8°0 volunteer unpaid field counselors in the United 
States and Western Europe. Approximately 2,400 United States and foreign 
firms have rezistered specific investment proposals with this service since its 
inception in 1950. The Contact Clearing House Service is being expanded to 
countries in the Far East, Asia, Africa, Latin America, and the dependent 
overseas territories of the nations of Western Europe. This service which is 
conducted by the Office of Small Business at nominal cost is made possible by 
the cooperation of private business service groups such as industrial associations, 
chambers of commerce and banks 





APPENDIX 


{. NARRATIVE STATEMENT OF EUROPEAN COUNTRIES RELATIVE TO THE ENCOURAGE- 


MENT OF FREE ENTERPRIS 
FRANCI 


The MSA program for France during the past year has been oriented chiefly 
toward the aim of making possible a substantial increase in the French defense 
effort The dollar aid, as in the past, has been expended primarily for raw 
materials and other imports necessary for defense and for the essential civilian 
economy on which the defense effort must rest Counterpart funds were used, 
for the most part, to support the French military budget However, this enabled 
the French to continue expenditures for investment from their own resources at 
her than would otherwise have been possible. 

In spite of the high priority assigned to defense, United States interest in 
improving the effectiveness of the private-enterprise system in France has not 
diminished During fiscal year 1952 the work of the French National Produc- 
tivity Center was continued and expanded, with active MSA participation; and 
in June 1952 a special allotment of $1.5 million was made for the purchase of 
tools which would aid in the demonstration of modern United States methods of 
improving production efficiency. This program stresses the use of powered 
handtools and is especially important for medium and smaller sized plants. The 
counterpart of this amount (90 percent) will also be used to finance special pro- 
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It is planned to continue this program of industrial improvement and expa 
sion of production in Berlin through fiscal year 1953 In order to assure that 
the proposed investments will have the maximum effect MSA has recently ser 


a small group of top ht econo engineering, and regional development c 
sultants to review the program and recommend ways in which it might be im 
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dustry is playing an increasingly important role in the national economy. 
Cement, flour milling, cotton ginning and oilseed processing are typical examples 


of private enterprise. Private capital operates about half of the textile industry 
and performs most of the processing of fruits, nuts, and other agricultural 
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nee of interest on the part of United States and foreign investors.— 
he nnounce nt that a 40.000 kilowatt thermal steam station Was 
1 the fiscal year 1952 MSA program, one American supplier indicated 
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FOREIGN ECONOMIC POLICS 


WEDNESDAY, APRIL 1, 1953 


Hovusrt or RepresENTATIVES, COMMITTEE 
ON ForriGN AFFAIRS, SUBCOMMITTEI 
oN Foreign Economic Po.tcy, 
Washington, D. C 

The subcommittee met, pursuant to call, in room G-38, United 
states Cap tol, at 10 a. m., Hon. Jacob K. Javits (chairman of the 
subcommittee) presiding. 

Mr. Javirs. The committee will come to order. 

Our first witness this morning is Mr. W. S. Swingle, president of 
the National Foreign Trade Council. 

Mr. Swingle, the Chair would like to make a statement for the 
record so that the purposes ot the hearings Hay be clear. 

Iirst, the committee is desirous of having the aid and advice of 
United States business, including labor, consumers, and farmers, in 
connection with the problems ot the foreign economic policy of the 
United States. 

The purpose of the subcommittee is to study what is and what should 
he oul forelen economic policy. 

We are very interested in ascertaining the ways in which American 
business can help in the foreign economic policy ot our country. I 
personally feel that the new administration has a very great oppor- 
tunity to contribute to a remarkable success for American foreion 
policy through enlisting the aid of business in the economic aspect. 
The aid to business can be in two ways: First, on the affirmative side, 
business has enormous establishments now overseas, and the policy by 
which they are run can have a very great effect on American foreign 
policy and how the United States is regarded in the free world. 

Also, business can be of oreat aid in connection with the technical- 
assistance program of the United States, into which I feel that it has 
not been adequately tied, before, through the enormous know-how and 
technical skill which American business has. 

Finally, business can be a vital element in connection with overseas 
private investment, either with or without the use of the guaranty pro 
gram of the Mutual Security Act. 

Those are the affirmative aspects. 

In addition, business 1s very important in the support of an enlight- 
ened ti ide policy for the United states. The question of business 
support or resistance 1s likely to determine whether or not we can do 
anything adequate about reciprocal trade and tariff and trade policy 
generally. 
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The United States should assist in making strong and secure any 
nations that are willing to stand with us against subversion and ag 
eression. It should he made clear, however. that th primary purpose 
of such assistance is the promotion of the mutual secu \ of the 


United States and of those nations allied with it. 


Qur Government must endeavor to assure the production and ay 
ibility of needed raw materia md military Weapons and er prod 
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Our Government should vigorously endeavor to secure the creation 


of conditions, both here and abroad, whi are conducive to the 1 
vestment of private cay tal and to the attraction of its attendant re- 
sources, skills, and techniques. Essential steps in this direction include 
the adoption of policies which will encourage savings and capital 
torn 1O cceptance oft the pl iple that 1 me on airect 1nvest- 
ments should be taxed only in the country where it is earned; recog- 
nition of the sanctity of contract; freedom from d rimination on 
the ground of nationality of ownership; freedom from compulsion 
to local equity participat on or 106 il management ce trol: freedom 
from diser Ininatory or destructive taxation; the ma@ht to full con- 
vertib lity of earnings on capit il invested, ding reinvestments 5 


ind assurances, in the event of expropriatlo 4 O72 prompt, acequa e, 
and effective conipensation, 

As a means to the © sation of such investment climates abroad, our 
Government should pursue a vigorous program looking toward the 


Oop 


conclusion of treaties of friet dship, commerce, and economic devel 
ment. tax treaties, and other agreements conducive to this end. 

Our Government should make it clear, by word and action, that 
American public funds will not be made available for projects which, 
under proper conditions, could be financed by private capital. No 
progress will be made in underdeveloped countries toward opening 
the door to the entrance of private capital from abroad, and par- 
ticularly from the United states, so long as these countries believe 
that they can draw upon American public funds, and can thereby 
tions and self-discipline which the attraction and 
use of private capital would entail. 
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Hillman, H., Ch. of the Bd., Pittsburgh Ccke & Che) ( Pittsburgh, Pa 

II melsbach, Francis, The City College, New York, N. Y 

Hitchens, P. T., Dir., Research, Natl. For. Tr. Cow Inc., New York, N. ¥ 

Hoagland, Warren E., Legal Counsel, Standard Oil Co N. J.), New Yor 

Hobbs, Richard H., Vice Pres., Irwin Viadimir & Co. of 1 ois, li Cc} ] 

Hobson, Sir Henry A., C. B. E., Consul Gener f Great Britain, N York 

Heckman, J. L., Vice Pres. & Mer., John Wood h Corp., New York, N. ¥ 

Hoenecke, Marvin A., Exp. Ms Northwest. Auto Parts Co., Minne ( Minr 

Heffman, J. D., Actg. Mgr., Aprarat Sales. Intl. Ge ! Elec ( New York 

Hoffmann, Frank, Vice Pres., Intertype Corp., Brooklyn, N. ¥ 

Hofinga, H., Asst. Treas., P} International Corp... Long Island City, N. ¥ 

Hofmann, Max, Exp. Mer., Waukesha Motor Company, Waukesha, Wis 

Hofstetter, Charles A., Exp. Mer., Ace Fastener Corp., Chicago, I 

Hollis, Stanley E Pres., Ame in For. Credit 1 lerwriters Corp New York 

Holm, Robert R., Dir. of For. Sal The Sherwin-Williams Co., Newat N. J. 

Hlolmes, Warren J., Asst. Mgr Exp. Dept., Ger Mach. Div., Allis-Chalmers 
Manufacturing Co., Wilwaukee, Wise 

Holmes, Wendell, Asst. Vice Pres., State Street Trust Co., Boston, Mass 

Holt, F. J., City Sales, Intl Standard Electrie Corp., New York, N. ¥ 

Holton, Donald, Asst rr. Com Vice Cor l Con ate G of ¢ | New 
York, N. Y 

Homan, T. C. Sr., For. Ex Al vst, Standard Oi1 C Na New York, N. ¥ 

Honneus, Wm. S., Advt. Dir., Time International, New York, N. ¥ 

Hoover, George W., Exp Sales Mer... The Duff-Norton Mfg. Co... New Yor] 

Hopkins, Emo, Fletcher Trust Co., Indianapolis, Indiana 

Hopkins, J. D., Vice Pres., The Robert Dollar Co., Washington, D. C 

Hopper, Walter E., Jr., Attorney, California Texas Oil Co., Ltd., New York 

Horlock, R. R., Mer., Exp. Opers., Judson Sheldon Div., National Carloading 
Corp., Chicago, Il] 

Horn, Paul V., Prof. of Intl. Tr., New York University, New York, N. Y 

Horowitz, Charles I., Exp. Mer., Gibson Refrigerator Co., Chicago, I 

Hosken, R. B.. Mgr., Exp. Sales, Joy Mfg. Co., New York, N. Y 

Houston, David M., Dir., Exp. Dept., Hercules Powder Co., Wilmington, Del 

Howard, C. C., Tax Dept., Asiatic Petroleum Corp., New York, N. Y. 

Howard, Michael, Exp. Mer., National Lead Co., New York, N. ¥ 

Howe, The Right Honorable C. D., M. P., Minister of Trade and Commerce and 
Minister of Defense Production for Canada 

Howe, David F., Mgr., For. Tr. Div., Milwaukee Asso. of Comm., Milwaukee, Wis. 

Howell, E. F., For. Frt. Agt., Canadian National Rys., Chicago, Il. 

Howell, William B., Acting Mgr., For. Dept., The Berwind-White Coal Mining 
Co., New York, N. Y 

Hower, Harry S., Jr., Exp. Mgr., Corning Glass Works, New York, N. Y 

Howser, George A., Exp. Mgr., Huber Manufacturing Company, Marion, Ohio 
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IN ime Kk. I I Midwestern ID | ‘ ( ( I 
Kindschi, I M., Cres Nig thes ‘ ( | 1) B 
King, A. E., Vice Pre I ns ( Ni York, N. ¥ 

King, Walter W Vice Pre Leah ¢ l llong ‘1 ng ¢ ! New Y No 
Kingsbur o, eiieg an Drewn B hers Hart n& Co., New York, N. ¥ 
Kingsbury, R. C., Exp. Mgr., Colt’s Mfg. Co., Hartford, Co 

Kinsey, John W., Exp. Mgr., M Hone Corp., Dt MM 


Kirk, Dr. Grayson, Vice Pres ! Actg. H ( [ Ne ¥ 
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M.. Mer. For. Dept.. I sburgh Coke & Chemical Co., New York 


\ i I Act Rep e International, Chicago, Il. 
t. S.. USMS, Asst. Prof. of Intl. Trade, U. S. Merchant Marine 
\ Kings | N. ¥ ° 
Ks , Mg Exp. Dept., V. & E. Kohnstamm, Ine., New York, N. Y. 
Burke, Dir. of Ope We n Hemisphere Dept., Intl. Bank for Recon- 
n and Development, Washington, D. C 
ad R. W., Mgr., Exp. D The Je ey Megf. Co., Columbus, Ohio 
kK L. W., Vice Pres., Federal Reserve Bank of New Y k, New York, N. Y. 
N. R., Vice ¢ bu Erie Company, South Milwaukee, Wisc. 
W am E., Pres., Westing e Elee., Intl Co., New York, N. Y. 


KE. | \ to Pre & C f be Standard Vacuum Oil Co., New York, 


Herman J., Vi Pres., Markt & Hammacher Co., New York, N. Y. 
L. J.. Vice Pres., Witco Chemical Co., New York, N. Y. 
W. R., Asiatic Petroleum Corp., New York, N. ¥ 


ira, Eero, ¢ : CS ate Genl. of Finland, New York, N. Y. 
Dr. Roland L., The Wharton School of Fin. & mim., Univ. of Penn 


k. J., Adminis. Asst. Overseas Dept., Natl. Cash Register Co., Dayton, 


K l 
(>! 
Kreuser, 0. T., Vice Pres., The Chase Na Bank of the ¢ if N. Y., New York 
Kroeger, R. G., Exp. Mgr., Dow Corning Corp., Midland, Mich 
Kronke, C. H., Genl. Agt., Pacific Far East Line, Inc., New York, N. Y 
Kruege H. J., Mgr., Canadian Sales Div., U. S. Steel Export Co., New York 
K dieck, Paul A., Vice Pres., Norton Behr-Manning Overseas Inc., New Ro- 


chelle, N. ¥ 


Kubach, John J., Vice Pres., Public Natl. Bank & Trust Co. of N. Y., New York 
Kublin, G. H., Mgr., Detroit Staff, Genl. Motors Overseas Opers., Detroit, Mich. 
Ku nn, Louis W., Exp. Mgr., Kilgs Inc., Westerville, Ohio 

K , Richard, Lawyer, New York, N. Y 

Kunze, Edward E., Controller, Mutual Security Agency, Washington, D. C. 
Kurka, F. J McGraw-Hill International Corp., New York, N. Y 
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Li 


,, Francis M., Ch. of the Board, American Coffee Corp., New York, N. Y. 


iidlaw, Neil S., Vice Pres., The Oceanic SS Co., New York, N. Y 


aing, W. J. Scott, Cons Comm.), British Consulate-Genl., New York, N. Y 


ill, A. S., Consul General of India, New York, N. ¥ 
ng z seatt] tle, Was! 


anda Theodore K ‘AS gE '% Repr., Bank Leumi le-Israel B. M., New York 
andegger, K. F., Pres., Parsons & Whitmore, Inc., New York, N. Y 


VW am ©., Asst. Mgr., For. Tr. Dept., Standard Oil Company of California, 
San Franciseo. Calif 


angdoc, M. P., Exp. Mgr., Williams Oil-O-Matie Div., Eureka Williams Corp., 


Bloomington, I] 


angdon, C. T., Bus. Spec., Of. of Field Service, Dept. of Comm., New York, N. Y. 


ngenohl, G. I rreas. & Asst. Secy Allis-Chalmers Mfg. Co., Milwaukee, Wise 


arkin, Raymond, Asst. Repr., Bank of America N. T. & S. A., Washington, D. C. 


ivin, H. J.. American Exporter, New York, N. Y 

iyne, Philip., Sales Mgr., Lionel Grise, Jr., Ware, Mass 

a, Robert B., Co-Ordinator of Exp., The Sperry Corp., New York, N. Y. 

ach, R. D., Mgr., Tax Dept., Socony-Vacuum Oil Co., Inc., New York, N. Y. 
‘ahy, J. Gordon, Exec. Secy., Amer., Brazilian Assn., Ine., New York, N. Y. 
bovitz, A. S., Exp. Mgr., Continental Products, Ine., Chicago, Tl. 

Cerff, G. R., Mgr., Exp. Dept., Pyrene Mfg. Co., Newark, N. J. 

edy, John M., Dir., Office of Econom. Defense and Trade Policy, Bureau of 
Economic Affairs, Department of State, Washington, D. C. 

e, D. J., Comptroller, Overseas Oper., E. R. Squibb & Sons, Div. Mathieson 
Chemical Corp., New York, N. Y 

e, H. H., Jr., Comm. Agt., Canton Railroad Co., Baltimore, Md. 

e, T. Y., Mgr., Bank of China, New York, N. Y. 
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Leeds, George J., Pres.. Markt & Hammacher Co., New York, N. ¥ 
Lehmann, Violet C., Con Agt., Of. of Field Servic Dept. of ¢ rmm., New York 
Lehn, F. D., Treas., Underwood Corp., New York, N. ¥ 
Leibacher, E. N., Dir., Standard-Vacuum Oil Co., New York, N. ¥ 
Leidy, Argus, Vice Pres., Exp., Globe Hoist Compa Philadelphia, Pa 
Leitner, Dr. Franz H., Dep. Consul Genl., Consulate G f Austria, New York 
Leonard, Walter M., Ingersoll-Rand Co., New York, N. ¥ 
Lepper, R. H., Credit Mgr., Westinghouse Elec. Intl. Co., New York, N. Y. 
Leroy, Norbert G., J. P. Morgan & Co., Inc., New York, N. ¥ 
Lett, Tye M., Jr., Dir. Intl Opers., Crosley Div., Avco Mfg. Corp., Cin 
Ohio 
Leutsch, E. C., Jr., Pres., H. L. Ziegler, Inc., Houston, Texa 
Levedag, Edgar P., Mer., Jol l’. Herber & Co., In New York, N. Y 
Levine, David, Pres., Amer. Levant Mach. Corp., New York, N. ¥ 
LeVino, Gerald, Pres., Guiterman Company, Ine., New York, N. Y. 
Levit, Yehuda, Consul, Economie Div., Consulate Ge of Isra New Y N. ¥ 
Levitt, Charles S., Vice Pres., Thomas Ashwell & Co., Inc., New York, N. Y 
Lewis, C. Carlton, Farrell Lines, Inc., New York, N. ¥ 
Lewis, E. W. B., Staff Asst., Treas. Dept., Westing] se Elec. Intl. ¢ New ¥ 
Lewis, I. B., Asst. Mgr., Export Sales, Joy Mfg. Co., New York, N. ¥ 
Lewis, James F., Jr., Vice Pres., Champion Spark Plug Co., Toledo, O] 
Lewis, R. Miller, Asst. Economist, Standard Oil Compa N. J New \ 
Lewis, Spencer H., Mgr. For. Div., Easy Washi ec cu 
Liggett, Miss Gladys, Sales Mgr., Home Products Intl. Ltd.. New \¥ a 
Lilley, A. N., Vice Pres., For. Oper., Eastern He phere, The Texas Co., New 
York 
Lilly, H. Wilfrid, Genl. Mgr., Agar, Cross & Co. Ltd., New Yo 
Lindroth, BE. G., Dir. & Treas., Esso Export Corp., New York, N. ¥ 
Linscheid, Carl W., Mgr... Exp. Di Fairbanks, M e& Co., Inc., N \ c 
Linkletter, Harry, Div. Vice Pres., Intl. Div., Interchemical ¢ p., New Yo 
Liss, Harry E., Mer., Exp. Div., Ramsey Corporat St. Louis, Mo 
Littmann, L. M., Exp. Dept., Allis-Chalmers Mfg. Co., New ¥ 2. 
Livingston, Miss M. I., Seey., Kettaneh Brothe1 I New Yor N. ¥ 
Lilanso, Joaquin J., Genl. Mgr., Export ng 
Lochhead, Archie, P’res., Universal Trading Corp Yor N. ¥ 
LoCicero, A. A... E p. Dept Sim I Co., | p Dept , New York, N. Y 
Lockenberg, E. H., Genl. Mer., Board of ¢ 1iss ers, | of New O 


New Orlean La 





Lockwood, John E., Partner, Curtis, Mallet-Prevost, Colt & Mosle, New Yo 
Lodge, J. B., Credit Mer., Hercules Powder ¢ el WwW t ay 
Lombard, Har A reas., Burroughs Adding Mac! cr 

Long, Albert L., Vice Pres., Republie Na Dank of Dallas, D 

Long, Freas M., Dir. of For. Sales, G \ he ¢ Mad \\ 


Loren Oey rais ¢ enal \ eM ( . 
Lott, Ken L., Asst. Mgr., For. Dept., Merchants Natl. Bk. of Mobile, Mobile, A 
Lourie, Bruce, Vice Pres., Deere & Moline, I . New York, N. ¥ 


Love, John J., Dist. Mg Of. of Field Service, Dept f Comm., Buffalo, N. ¥ 
Lovett, S. M., New York, N. ¥ 
Ludeke, Henry, N. Y. Repr., Banco C ercial Antioqueno, Me mx. Ce 1 


New York, N. Y 
Ludt. R. E.. California Texas Oil Co., Ltd., New York, N. Y 
Lugas, George, Div. Mgr... D. W. Onan & Sons, Ine., Minneapolis, Minr 
Luhn, Harrison J., Vice Pres., Gulf Atlantic Warehouse Co., Houston, Texas 
Lukens, William H., Vice Pres., Exp., R. M. Hollingshead Corp., Camden, N. J. 
Luria, Frank, Vice Pres., Luria Steel & Trading Corp., New York, N. ¥ 
Lurie, Richard G., American Exporter, New York, N. ¥ 
Luthringer, George, Dir., Latin Amer, & Far Eastern Dept., Intl. Monetary Fund 
Washington, D. C. 
Lydy, Robert A., Dir. of For. Sales, Champion Spark Plug Co., Toledo, Ohio 
Lynch, Edward B., Office of Intl. Labor Affairs, Dept. of Labor, Washington, D. C 
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Nelson, H. T., Asst. Vice Pres., First of Boston Intl. Corp., New York, N. ¥ 

Nerney, D. J., Dir. of Traf., Intl. Freigiting Corp., Inc., New York, 

Nervig, T. O., Chicago Repr., American Exp. Lines, I Cl go, Il 

Nettles, L. L., Spec. Repr., Judson Sheldon D Natl. Carloading Corp., Det o 
Mich 

Neubert, John H., Exp. Mgr., Taylor Instrument Com} es, Rochester, N. ¥ 

Nevermann, H. C., Exp. Mer., MeCord Corp., Di t,M 

Newber R. W., Vice Pres., Buevrus-Erie Cor 

Newell, George M., Sa 

Newell, L. Marsha Mgr., Exp. Sale 


; I) | ( i ed \I 
hols, Clarence W., Spec. Asst. to the Dir., Of f Intl. Mate ils Pe I 
of Economie Affairs, Dept. of State, Was gton, D. ¢ 


| 

Nichols, John D., Vice Pres., Thomas A. Edison, It Ne York, N. ¥ 

Nicholson, Charles V., Exp. Mgr., Henry Diss & Sons, | PI 

Niemi, F. J. A., Supv., Genl. Accounting, ‘Or co M 

Nimicl Alexander, Advtg. Dir., Vis ! ne ‘ 

Nive s, Louis, Vice Consul of Bel mn, Ne¢ y : NY 

Noblet, F., Asst. Treas., The Intl. Nickel Co., Ine., New York, N. \ 

Nolan, Frank J., Bus. Spee., Of. of Field Se e. D Comm.. New Ye 
an, T. J., Mgr., Endicott Johnson Corp., Ne York, N. } 

Norbom, Rolf S., Genl. Agt., Miss. Shipping Co., Inc., Lookout Mountain, M 

Nordwall, D. R. Mgr. Exp. Sales, Crane Company, Long Island Cit N. ¥ 

Novak, Enrique, Genl. Mer., Banco de Credito del Peru, I a, Per 

Novlan, G, I., Asst. to Genl. Mgr., Exp. Div., Massey-Harris Co., Ltd., Tor 
Cannda, 

Nowlin, Geo. R., Western Megr., Furne Lines, Ch o, I 

Nunn, Russell L., Mer., World Trade-Transpo1 on Dept., Toledo Chamber of 
Commerce, Toledo, Ohio 

Nylander, Lennart, Consul Genl. of Sweden, New York, N. ¥ 


O’Brien, Harry C., Jr., Sales Dept., Kem et I Latrobe, Pa. 
O’Brien, W. R.. Br Ss «& Stratton Corp., \I ‘ \\ 

O’Connor, J., Chicago Repr., D. C. Andrews & ¢ Ni Yor Nise 
©’Connor, John J., Vice Pres., F¢ L) \r r& Ce I Ch I 
Oden, Sydnor, Vice Pres Anders Clavt & 


O'Grady, M., Pres., Amer. Steel Export Co., 1 New York, N. ¥ 
(Halloran, John L., Vice l’res., Mft | Co., Ne ’ a 


Oler, Wesley M., Di Publie Rela 1 Gel (iver is Ope , New York 
Olerich, Bb. A., Treas., Abbott Labor: ries Intl. Co., ¢ ag I 
Olsen, H. E., Vice Pres Amer. lor I t Underwriters ¢ } vew York, N. ¥ 
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Zt a, F., Pu her, Par erican Publications, Panamerican Publishing 
( ] ew York, N. ¥ 
Zwinegi, Harry E.,M Tri State Office, Port of Baltimore, Pittsburgh, Pa 
Mr. J s. Does your membership include any foreign-investment 
Mr. Swrnete. I would say the council is representative of a good 
} re of American manufacturers, exporters and directors 
ct inves ent We do not represent portfolio investors. 
\ ( teq { rvices that 70 WV ith private investments 
erchant marine, insurance, and so forth. The council has 
( ce all over the United States of those who have conducted 
es { n vy veal 
Mr. Javrrs. You recommend an extension of the reciprocal trade 
nts program ¢ 
Mr. Swineur. Yes. sir. 


Mr. Javrrs. Does your recommendation include the retention in that 
yf sé illed peril-} { 

Mr. Swrncur. Yes: substant ally with no change. 

Mr. Javirs. Do you believe the peril-point amendment is necessary ? 

Mr. Swrncte. I do not think it is absolutely necessary but on the 


amendment ? 


other hand if it is properly conducted and properly h indled by the 
Pariff Committee, and by the Committee on Reciprocity Information 
P lent, I see no objection to the Tariff Commission in- 

qd iting to the President ind to those who negotiate trade agreements 
hat, in the « pil ion of t Tariff Commi on, a pe ril point at that 


Now it is not at the present time controlling. The President merely 
has to indicate to Cor oress if he does not follow on the peril point. I 
think the one objection to the peril point might be very readily that 
t is difficult to sit down today and determine what the peril point 
will be for any industry 2 or 3 years from now. Therefore, you are 
tryl o to look into the future. I think probably the escape clause 
procedure if properly applied would not make the retention of the 
peril point a necessary part of the trade-agreements program but if 
properly handled I do not think it is objectionable. 

If it was not there I would probably be better satisfied but I have 
no serious objection to it. 

Mr. Javirs. You feel the escape clause should be retained ? 

Mr. Swrnetr. I think you have to have some kind of escape clause 
and how it is operated is the question rather than that of the prin- 
ciple. I would go along with the principle. 

Mr. Javits. I notice in your statement at page 4, you say that we 
should try to pursue energetic effort toward the attainment of an 
international trading system, multilateral in character, and so forth. 

Do you believe or does your organization believe that we need some 
kind of an international conference in order to arrive at a free-world 
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agreement on an international trading system or do you believe we 
can work it out some other way ? 

Mr. Swinote. I could not give you an opinion on that because that 
particular question of a recalling of another economic conference has 
hot been considered. It might be desirable and it n olit not. It would 
depend on how it would fit in with other developments going along 
toward the maintenance of our freedom and defense. 

Mr. Javrrs. Was your organization in favor of or opposed to the 
International Trade Organization ¢ 

Mr. Swinair. We were definitely opposed to the International Track 
Organization and so testified before the committee. 

Mr. Hite hens suggests | qual C) that, that we were not Oppose i to 
the principle but to the charter as written and so testified. 

Mr. Javits. I notice also that your statement say that our Gov 


ernment should not make funds available for projects which could be 
financed by private capital. 

Could you tell us how the Government or the ¢ NoeTeSS in go about 
being sure that if it refrains from financing such projects, Amet I 


business will finance them 4 

Mr. Swincie. I do not think there is any guaranty that you could 
get, Mr. Chairman, that private industry will. Private industry, |] 
ever, from our point of view feels that 1f it has the proper climate, 


the proper background, and the proper assistance from Government 
rather than the participation in the actual providing of funds, thai 
the investments will be made, because I think private industry is de 
sirous of expanding its investments throughout the world and of 


entering the field, if, as | remarn YG | i little ear] er. here. the po 
bilities and the reasol able possibilit ( ire ther fo. thre proper ] 
suance of that endeavor. 


‘| hey certainly do not want to eliminate the bt ness risk because 
that is something private enterp! se accepts 1h the competitive system 
Mr. Javirs. Did I understand you to say that you did not think the 


guaranty provisions which we have in the Mutual Security Act are 
any particular inducements to overseas private investment / 

Mr. Swineire. We do not think they are necessary. There are son 
members of the conneil undoubted]y who have used them, but 
the general feeling that they are unnecessary. 

Mr. Javirs. There | 


those guaranties to protect not only against currency convertibility 


as been some talk that we ought to expat 


and nationalization but also against war risk. 

Mr. Swingle, do you have any opinion on that ¢ 

Mr. Swinaue. I do not know that we have gone into that detail of 
the new proposals, but I would say, generally speaking, that the 
previous position would hold: that it is not necessary if you gel the 
right kind of climate. You can cover that by treaty and in other 
ways rather than by having what I think you are speaking about 
guaranties on direct investments specifically. 

Mr. Javirs. Now, in the order of priority of governmental actions 
which will induce greater overseas private investment, what would 
you put first ¢ 

Mr. Swincie. The utilization by the Government of all of its facili- 
ties to see that the best climate—and when I say “climate,” it is a 
word which we use but it covers the whole field of the area in which 
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the investment is made is such that it will be worth while for the 
industry to participate hn that area and take the ordinary business 
risk which industry takes and private enterprise takes without having 
unusual factors which n L\ impede their operation 1n the transfer of 
earnings. 

Mr. Javirs. Do you regard for example the negotiation of treaties 
with other countries in which there mig 


rht be overseas private invest- 
ment—do you regard that as the first item of unportance or do you 
regard ab amendment to ou ix laws to make it more profitable to 
Invest abroad at nrst 4 

Mr. Swinoue. I think they must be done concurrently. We are 
definitely in favor of an amendment to the taX laWs GIVING exemption, 
as I mentiol here, for Toreigh business come earned abroad. That 


definit ly wo ild help. \t the same time treaties should re worked 
out because the treaty procedure gives a ContinuIng base, 

ihe needed change in taxation can be Pros ded by Congress as you 
know. I think the treaty background is necessary in order to have 
a firm and continuing base for these operations which can be referred 
to in future years and not s bject to levislat ve change, either in 
the United States or in the fore oh Countries. 

Onee vou have a treaty bac keround., VOl have i much more stable 
backer und than you have | mere leo slat ve procedure. 


Mr. Javirs. I notice Vi recommend a repeal ot section LO4 of the 
Defense Production Act. 
Can you give us in a little more detail the reasons why your organi- 
zation advocates that repeal ¢ 
Mr. Swinete. I think fundamentally the reason is that we object 
to the principle of absolute prohibition or quantitative restrictions. 
In other words, when you set up prohibitions and quantitative 
restrictions, it is an absolute block or an absolute limit on trade. [tf 
tariffs, which might be utilized to 
more or less equalize competition, differentials of one kind or another, 
you Cal sell and do bus ness, even with tariffs ind other such measures. 


you bave other mensures such as 


But when you have an absol te prohibit on or a quantitative restriction 
you just cannot move anything. It is a fixed limit, whereas trade 


can go over a tariff barrier, and you can meet such things as pricing. 
\{n imported article may be very high priced and still some people 
would buy it. 

Mr. LeCompte. The so-called cheese amendment does not prohibit, 
does it? It fixes a quota, does it not ¢ 

Mr. SwIncLe. Once you fix a quota you cannot go beyond the quota. 

Mr. LeComrre. The quota permits the importation of a consider- 
able amount, does it not ? 

Mr. Swrna te. I think the last one issued on dried milk in the past 
few weeks is an absolute prohibition if I am not mistaken. I think 
there was one issued just this last week. A complete prohibition on 
dried milk. 

Mr. Javirs. Does your organization find any relation between the 
diminution of the market for American farm products abroad— 
there being some pretty sensational falls in American farm-product 
exports—and section 104? 

Mr. Swinate. I would not say it would apply to the overall, but I 
think there were certain blocks set up against American agricultural 
products because of the imposition of the cheese amendment. 
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Mr. Hircnens. In certain cases foreign countries just did not buy 
American products because of that. 
Mr. LeComrre. England stopped buving meat from this country 


before the cheese amendment. Practically no meat goes from this 
country to England, and that was the case long before the cheese 


amendment. That does not affect that. 

Mr. Swincir. There is some retaliatory action on the part of Euro 
pean countries—particularly as regards section 104; but it does not 
stop there. If they do not get the exchange, you can be pretty sure 
that they cannot spend the dollars which they would have created ) 
the goods coming in here, in the purchase of whatever they may need 
from this country. 

Now, whether that would come directly back on American farn 
products, it would have to be investigated, Mr. Chairman, as to whether 
you could relate that. I think you could find some relation, but I 


would not attribute the tremendous falloff in agricultural exports 
entirely to section 104. 
Mr. Javits. Nevertheless, your oreanizatior for the flat repeal 


of 104? 

Mr. Swinare. Absolutely. 

Mr. Barrie. I am sorry to have missed a part of your testimony. 
From what I did hear. I eather in general you are for lowe1 
tariff barriers / 

Mr. Swinate. For lowering anv excessive or unnecessary tariff bar 
riers which unnecessarily impede imports. We are not advocating 
free trade. 

Mr. Barrie. In = 3a! to the treaties vou were talking about. do 


you think in order to facilitate foreign investments from the United 
States that it eatin ‘Sn necessary to have certain guarant b 
Government ¢ For instance, in the case of en ergvel es wars—anal si 
forth. 

Mr. SWINGLE. We do not thn k they are necessary or desirable 
principle primarily. I would not say no member of the cour 
would use them, sir. There is some difference of opinion. but, ger 
erally speaking, we are against them in principle, primarily beeans¢ 
we do not think the lender ought to guarantee his ow! lon : the 
borrower should set up the right kind of climate. 

Mr. 3ATTLE. Have you discussed tl prope tion of “trade and 
aid”? Are you for it or do vou think it is possible within the ni 
future to repl: ice aid at increased trade / 

Mr. Swinctr. I am for it as far as it can be conducted. T could 
not say until Congress troche trict the matter completely that I 
would answer that it could be accomplished. T think that soni 
thing vou gentlemen will have to work out in this sessio 


Mr. Barrie. For instance. on the cheese amendment vou wet 
cussing a few minutes ago, if we took all the cheese they could set 
us over here. I gather it would make onl} a small impact 

Mr. Swinoir. The whole thing is re latively small in dollars, but it 
goes beyond the actual dollar value latotive psychological effect o1 ne 


Allies and others who are involved in sending goods here. ‘Ttl cin 
answer to your other question, it would be diffic ‘ult to say that you Cal 
balance the total amount of aid by just increasing imports. Imports, 


as I have indicated in here, cannot be increased by just taking off tariff 
They have to be increased by things done abroad. If we take off al 
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the re ! tions, we Cane t say we will not five any more aid. 
I thin t \ | be desi to work toward that as far as it can rea- 
sonably be done. 

Mr. B LE. I favor the p ple of trade and not aid and I think 
if oO { ng Tol t¢ VOrK to urd. 

Mr. Swinecre. I might. osing, ju t reemphasize something in 
mv statement lat Te { { hn answer to your question on guaran- 
ties and other questions of that kind—that until the United States 
(sovernment make tciear it it is not going to proy ide publie funds 
for projects that « by ed by private enterprise, these other 
CO nti ‘ ire not going to do thet ‘ings t] it they need to do to create 
a proper climate. In other words, if you can get public funds for 


nothing, vou are not going to do much to get private investment capital 
in the ordinary course of trade. If underdeveloped countries do not 
feel they can get United States public funds so freely, they may do 
more to et up a favorable nvestment climate themselves. 

Mr. Javirs. Thank you, Mr. Swingle, and Mr. Hitchens. 

Mr. Radcliffe. 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS 


Mr. Javirs. Mr. Radcliffe, will you describe for the record who you 
are and your position. 

Mr. Rapcrirrr. My name is Harry S. Radcliffe, executive vice presi- 
dent of the Natiot il Council of American In porters. The national 
council is the central Import organization of the country. We have 
approx mate ly 700 members dk aling in 280 different commodity lines. 
We are thus quite representative across the board. I am sorry I do 
not have a written statement, Mr. Chairman, but, as you might suspect, 
Tamu favor of increased Imports. 

Mr. Javrrs. Will you proceed in your own way, then ? 

Mr. Rapcuirre. Yes; thank you, sir. I think it is quite clear that 
the import trade is conducted on a long-range basis. I mean it is a 
long-time operation. For an importer to arrange for materials to be 
brought into the country, whether they are raw materials or finished 
manufactured goods, usually that importer must work from 9 months 
to a year or more in advance. One of the most disturbing things is 
that when the businessman is in the midst of this operation we have 
certain developments—the cheese matter was mentioned—come up 
very suddenly and that is a detriment to the whole operation in import 
trade. 

With re gard to dh ied Mn lk powder for the first quarter of this year, 
there was a quota put in under section 104 of 6.5 million pounds, and 
on last Friday it was announced that beginning April 1, within a few 

the re would be a con plete embargo and ho imports ot dried 
milk except shipments that were afloat on the high seas would be 
admitted. 

I th l k vi hat we need in our foreign economic policy to encourage 
Imports are measures that will give the importer a little certainty in 
his oper ition which he does not have now. 

These sudden things happen. The cheese amendment, as you will 
recall, was put in as a rider to the Defense Production Act and it was 
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a law ina matter of days. The thine was done during the middle of 
the night. 
In general, I believe there is an oppor tv now, due to the progran 


that has been announced by the administration, to have some hop 
that there will be a customs simplificat OO} bill. Our org 7 
advoe: ated t iat fora great many years, We have studied t ul prol 
and Iam ee there will be Li stoms sunpl fication act intro 
in the near future. 

We should also like to see the Rec procal Trade Agreement \ 
renewed. I cannot quite agree with my friend Mr. Swingle that 
would like to have it renewed in its present form. 

I believe on the peril points it is not logical for the Tariff Cor 
sion as a single agency to call the turn and set peril points. I th 
the interdepartine: tal committee should perhaps set those peril 
rather than a single agency. 

Moreover on the escape clause, L beheve that the mandatory invest 


point 


gation has turned out to be quite ridiculous. I think t Pariff Com 
mission should be ovliveh discret on atte prelin nary mve tivatlol 
to decide whether or not the y are going to conduct a full-seale invest 
gation on the applic ation of not only an American industry, but 


applic ations from other sources. We have had applic ition Ss pul 
there by contractors whe are printing silk scarves, and an applicatio1 
was made not long ago by the Montana State Farm Bureau, on belhalt 
of the growers of mustard seed. 

I believe that the Tariff Commission should, therefore, have d 
tion to decide as to whether or not an appl iction justifies a full ile 
investigation involving time, money, = personnel. 

We also are in agreement with the National Foreign Trade Coun 
in suggesting the repeal of the Buy American Act and the Buy 
American legislation that is in parts of various laws. 

There is a bill pending, of course, introduced by Representative 
Frank Smith, H. R. 613, that would repeal that legislation and our 
organization favors that particular bill. 

We are also concerned with the status of the General Agreement on 
Tariffs and Trade, and we should like to have the status of that avgres 
ment, in which 34 nations are contracting parties, clarified by the 
Congress. I think that it should perhaps be submitted by the admi 
istration to both Houses of Congress for approval as an executive 
agreement. At the present time its status is cloudy. When we had 
the renewal of the Rec iprocal Trade Agreements Act last year there 
was a provision inserted that the renewal of that act did not mean the 
Congress ap proved or disap proved of the General Agreement oO} 
Tariffs and Trade. That same rider was put on the customs simplifi 
cation bill, H. R. 5505. 

I think the General Agreement on Tariffs and Trade which ha 
some excellent provisions, including an adequate escape clause, should 
be brought out in the open and given the full blessing of our Cor 
gress as an International Executive Agreement. 

Mr. Javirs. Is that your statement / 

Mr. Rapcuirre. That is about all. 

Mr. LeCometr. You do disagree with the Buy American A 
completely ¢ 
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Rapcenierr. That is an antiquated proposition H. R. 613 is 
i Committee on Publie Works where it belongs. That 


e] ePAT-TAKING propo tion of the Thirties. 


ola rs. | ould ist like to ask you one question, if I mav: 
respect to the d retion in the Tariff Commission, as you read 
Raper | None, tsoevel 
J s | { ( I >] Comptia GO iby it the burden of 
Raper gE. I do not think the Tariff Commission ever com 
| ré \ ( der taffed 1 | 
JAvirs. Cc ( O ‘ { inv estimate, mn your opin1on, as to 
Hnorts into the United States. if all of vour recom 
hould be adopted 7 lo \ t extent do vou think either 


entage or mon ould affect the imports into the United 


RADCLIFF rry I did not brine a ervystal ball with me, 


ve made the state ent that if we repeal the Buy American 
lone would enable an increase of one-half billion dollars 
a [ think the passage of the Customs Simplification Act 
repeal of the eese amenament are ! portant and there, 
mnot measure that dollars, sn \s Mr. Swinegle said, 
Oo 1 eth ( for pro ( ( { iting our market, 
owing where the re from one dav to the other, that is 
JAVITS. | e vo vere good enough to give us some estimate. 
nderstand how much ft] welns In cor dering these matters. 
one le. ( csve by prepared to lve Ss ANY estimate 
plifieation? Could vo iv to what extent that would 
rts? If ve ot. just y vou eannot 
Rape rr I } \ 8) Phat s all ] in 
B uk. Mr. Javits. on vour question to the last witness with 
to StOon - } fi iti . there <On et} Go bei vu done ibout 
OV ‘ } 
Raper Phe on a catiol bill which 


JAVITS \re there anv other questions / 


livery) Nh Rad | ffe. We appreciate your appear- 


x tri l be Mr. Fran MeIntvre, Director of Eco 
-acea? Pw that Ff. 1-Pexas Oil Co., Ltd., New York City. 
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STATEMENT OF FRANCIS McINTYRE, NATIONAL ASSOCIATION OF 
MANUFACTURERS 
Mr. McInryre. I am Francis MeIntyre, director of economic re 
search for the California-Texas Oil Co., Ltd... New York City. I ay 


pear here not as a spokesman for my company, but as a representative 


of the National Association of Manufacturers, an organization of 


over 19,000 members, most of whom come fron rhaea DUSINEeESS 
The assoclaclon fo. wh h} | Wn privileged to speak, nl d on whose 


rve, has lon cy interested 1 


international relations group I se) self the 
problems of world trade and America’s part therein. Having 
thought that our country can “go it alone” meeting the threats of 
COMMUNUNISH ana Soviet iMpet ilism. we have been co erned with the 
economic rehabilitation of the Western World, which we are co 
vineecd is essential to th curity and prosperity of the United Stat 

bh ~ recover Cahhot he i Hleved hn countries which pursue fla 
tionary domestic policies without regard for international solvency, 
which trv to substitute the shackles of controls, quotas, und similat 
restrictlol ror the competition Of the market piace, or Which provide 
a climate hostile to individual initiative 

exp ed another way, the primary dange) e discern not that 
(imeri Wil Lose oht of its } tion of |e ership among e fre 
hations ang pursue a porucy of solation from orld trad uit 
ther ce Whitr ie Way eek to Olate thel ( ( from the maipet W" 
forces of worl prices, eX¢ ive rates, a i tree ente rp =e, 

The world needs more, not less, of the products of American labor 
and imgenwuity, Yet a neve endina re { e by the Weste1 \\ 
pon aid from the | nitead States 1s not the answer. Gout ) ( oO 
should be partnersh DD wit ! lependence Phe eve i¢ OL 4 
youl req It \ l tel pol Va ( { ne pr ra to req ( 
Lid by trade. 

How ca conditrons favorable to tl expansion of the world market 
TO} \merican produ ts be « wWilishedt 4 \I jor segine ot Ame ) 
ndustrv have much to gain from an increase in world trade; in add 
tion, the world eeds American goods The economi hnaepe lene 
vhich friendly nations seek be attamed t i reaso ) \ 
of vears only if they have ac to more al ot less of e pre 
of American industry. 

Phere are > alternatives Wi very | qaivert some of o 


ower Wo Torel’Y ai. OL ( ] ( lle el ( 


i 
full level of ow productio ind subsidizine the ¢ sport of the diff 


ence: (2) eliminate th irpl s of exports by terminat o nid, 
ducing the level of produ tion both at home and abroad: (3 nerea 
the opportunities for the exchange oft LOOC: ad Service ne 
ations keeping in mind that our standard of living cely me 
ured by the wealth of goods available to for consump 

I have taken the liberty of bri 9 ra nart VW <1mnp 
me an understand ne of the ilternatives w ( coniront { 
TO reduce the burden oft LOrelg Lid | : Ss admilttec \ 
simplification, as it takes into account neither net movement 
nor the Marea wy by wl 1 ¢ } tal export eXNCE io | 








\ it entitled “The Place of Fore! mn Trade n United States 


P Consu tion, Goods, and Services,” was reterred to.) 
\I Mel YRE. ] d te hey n parallel columns 
0 d co tion in the United States under different 
\s I see it, today’s imbalance is represented by this situation: We 
L ¢ iit ery ivge amount for our own consumption and, 
irse, thi ‘ ts of producto} and consumption are equal, 
Wepr Luce otner tare rmount whichis U1 ted States production 
exported in exchange for imports and, of course, we enjoy the consump 
tion of t rresponding amount because it is imported in exchange 
for these exports. But addition today we export United States 
production for which there no compensation. No return. These 
C re bought wit x revenues and the absence of a return 1s 
‘A : lle he dollay rap 
Ni 1] reased imps rts re adel ed, and th CONTINUING export 
of tax d irs 1s curtailed or reduced, the situation here illustrated 


eems to me inevitable. We will continue to produce for our own con 


Sul pl on, we W ll cont ul to produce a portiol for exchange for 
Con On had service rrol abroad, but the balance of our present 
production level would have to be cut back because there would be no 
way of financing these exports and no corresponding return. 

It. however, it 1s poss bie to permit increased aceess by foreign 
prod ! to American markets. then as we see ‘oe this quantity ot 
| would cont eS % | ivailable for consw Iption mM the 
United States and all of tl s larger quantity of production for export 
“ | be compensated by imports so that we would receive value 


] 


eived for all of our production. 
Mr. Javits. Mr. McIntyre, would it be possible to put the fioures in 
dollars that chart ? 

Mr. McInryrr. Yes. These are figures estimated in terms of gross 
national produ the I do not have those fleures with me but I would 
be o| id to furnish the committee for the record a reproduction of this 
chart in black and white and the figures, if you wish 
(The chart referred to is as follows:) 
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r l «| i (Services 
‘ i 
| ect f tl } {t} \ b 
} ] 
( ( tatenny | ould be giad to 
i t l calit 
1 
1,1 
l Iy I } I ! Yr) ) é 
l | l r ¢ ! ( ) 


Ay McInryr | OK is not taken a specific position 


( rtant ts of the legislative 
\V t 1 \ t done 1s te ve that the way be 
fo roved foreign trade, for the elimination of unneces 

sary barriers, for the greater opportunity of the free-enterp) Sse system 

to operate unhampered Dy trols. , 

V tl si ti ! Lone { - thie eST WaV TO 
\ that re If hie i spe ( og Spe nN iVs 
| ! t | wn elptiul but ter) 1@ "SSE i ns 
vier I ifra I has » sp ific sugvest ‘ n 104. or on 
peciiic tariff or trade agree 
Mr. Javits. Is your associatic nterested in ¢ simplification ¢ 
Mr. Mi INTYRE. That an area whit h thi assoc tio} h LS made 
a statement It is strongly in support of that program. 
Mh Javirs. It ha take Oo position on reciprocal trade? 
Mr. McInrynre. I believe that is correct. 
\f 


Mr. Javrrs. On reciprocal trade legislation? 
Mr. McInryre. That is right. 
Mir. Javirs H isthe NAM considered at ill what contribution it or 
members could make to such specific actions as establishing stock- 
pile f raw materials for American industry ? 
Mr. McInryre. I am not aware of a specific decision on that point. 
Ps ps some of the gentlemen who are with me here today from the 
could comment on the stockpile question. No: I am 
ere no specific } osition of th » association on this point. 
Mr. .] I'l ()) sto the ] l of tax leaislat ve ous to pass to 








ore ! r verseas investment ? 
Mr. McInryre. With respect to tax legislation there is a position 
} idopted bv the board of directors of the association. 


1 


It o urge that dual taxation be eliminated: that the present high 
luced sufficiently to provide increased incentive for 
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foreign investment and that relhef from double taxation be provided. 
The negotiation of tax treaties to this end is urged by the association. 

Mr. Javits. Has the association advanced any opu 01 as to the func 
tioning of international financing agencies, such as the international 
bal k, how they could ass st In more overseas private investment ? 

Mr. McInryre. I take it your question is directed to the ways in 
whi h these institutions could in rease their r {fective ness, ; 

Mr. Javirs. Exactly. 

Mr. McInryre. I am not aware of a position on this matter. The 
association has been sympathetic to and interested in the work of tl 
agencies but I believe it has not made a detailed recommendat 
methods. 

Mr. JAVITS Mr. McIntyre, I th nk that w 1] be all we can do wit! 


you, today. Perhaps we would want to recall you. In view of t 
pre ent vote ol the floor. the committee W 1] stand hn recess Tor 
Th utes 


Mr. McInryre. Thank you. 

(Whereupon, at 11:20 p. m., a recess was taken until 11:45 p. m.) 
Mr. Javirs. The next witness will be Mr. Kenneth H. Campbell. 
of the Chamber of Commerce of the Un Lé d estates. 


STATEMENT OF KENNETH H. CAMPBELL, ACCOMPANIED BY BEN 
JAMIN MAKELA, FOREIGN COMERCE DEPARTMENT, CHAMBER 
OF COMMERCE OF THE UNITED STATES 


Mr. Camprett. My name is Kenneth H. Campbell. I am manager 
of the Foreign Commerce Departme) t of the Chamber of Commeres 
of the United States. Ll appear before you to pr 
National Chamber on the subjects within the field of interest of your 
committee. 

The Chamber of Commerce of the United States is a national 
federation of more than 3.000 chambers of commerce and trade organ} 
ZATIONS, It represents both small business and big business, and it 
continually works for good citizenship, good government, and good 
business. 

Chamber policies are determined in two principal ways: 

Es by vote of delegates of e membel 

2. By referendum of the members. 

For vour convenience. I would like to distr bute copies of a pamphlet 
entitled “What the National Chamber Stands For in World Affairs.” 


(The pamphlet referred to follows:) 


WHAT THE NATIONAL CHAMBER STANDS FOR IN WORLD AFFAIRS 


DECLARATIONS OF INTERNATI (‘OMM 1A Po TOCA POLICY 
Chamber of Commerce of the United States, Washington, 1. ¢ 
EF \ ) 
This booklet contains those policies of the Chat r of ( ‘ e of ely 
States which deal with interna 
and social affairs. They express the majority nion of the 1 ocal chambe 
of commerce and trade associations throughout the Unit State dA 
chambers of commerce abroad, and are based on a tinuing 


of these important questions 
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irance ns f brit e chamber’s views 
the American people f the tizens of all 


1 understanding today’s complex world prob 
med conside of international economic, 
Americ people 
s that by pub n policy declarations re 
dy, it is making a I int contribution to 
‘ s I I I Phe policies state iz 
=~ il | n tr ep | t i ive A lil segments 
ry 
a been interested in international questions, 
At s first annual meeting in 1913, for instance, 
m bills of lading foreign trade and another 
ec of China, Other resolutions of this first meeting 
e and the establishment of the Bureau of Foreign 
es in the foreign commerce field have a long his- 
e Act has been maintained since 1917 when the 
I nnually by the president of the chamber and are 


s section of Amer n | iness and industry 
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Webb-Pomerene bill was before Congress. Free ports, now more commonl; ed 
loreign trade zones, were first advocated 1920 uurteen years before the pas 
save of the Celler Act which made their establishment possible 


Che Chamber has supported the po vy ot the Trade Agreements Act c 








ously since 1933, the veur bef the <elf became eltective In fact, as early 
as 1943, by referendum vote dvocated a permanent Tariff Commissic ind 
Y21 it accepted the principle of adjustment of tarit ates by administrative 
authority, within limits set by Congress 

In the early years of the chamber, exports were emph ed. Conditions pre 
Vailing since World War II have led to emphasis on the tal role 
imports in the United States econom Timely, too, are policies str 
importance of private enterprise in ternational economic relations 

Leadership in the international field has been further demonstrated by the 
positive stand taken by the chamber on the establishment of an intet 
organization to settle postwar problems This position was taken even 


plans for the United Nations had been developed 
The chamber approved a program for relief through UNRRA and subse¢ 


| 
through direct contributions to natio devastated by war. It ay oved the 
for military and economic assistance to Greece and Turke In 1947, the chaml 
issued a statement on “Aid to Europe,” which outlined the purposes and obje 
lives to guide such a program and des ibed il irds to be ipplied in ca 
it out. Congress incorporated many of the chamber’s constructive Loree 
in subsequent foreign aid legislation 

The chamber believes that long-term econo objectives mt «7% ti to he 
pursued during a period in wl hort-term det e obiect ‘ have 
priority These long-term ol tives in« de the prom I ‘ 
world economy by reducing barriers to trade d by it ting eco? 
velopment through private endeavor At the e time erg 
should be applied with responsibility and w le 

It was with this in mind that tl chamber n Ap 152, ofthe ‘ 
sized once more the need for effective and etlicient administr on of foreiget 
nomic and military programs \ new statement sti es the tir ‘ 
shore” procurement in such programs, a practice which will great bene 
own economy, reduce the requirement for economik stance to ot] 
and facilitate the building up of the defenses of nation } ( ed 
common defense effort 

Similarly, the chamber, which has consistently ipported the United Natio1 
reiterated its belief that in spite ol ll the dicultic tl ! ed Na I 
done much constructive work, and that our ountry derive ' } ‘ 
fits from its membership in the United Nations 

We sincerely believe that an examination of the policie tl ooklet 
reveal the consistently progress ve stand of the natior chamber in international 


affairs 


JUNE 1952 


THE GUARDIANSHIP OF FREEDOM 


When there is great emphasis on defense, there must also be precise nde 
standing of what is defended rhe greater the need fo nity, the more 
perative to recognize a common objective 

Military preparedness, on a scale of necessitating civilian sacrifice, is an out 
ward manifestation of national defense The Chamber of Commerce of the 
United States, representing large and small business, will therefore continue to 
assist to the utmost in the preparedness effort Mhis is the elementary duty of 


our membership 
But we realize, as must all thoughtful men, that the preparedness effort is not 
an end in itself. It is merely the means to an end. The underlying objective, 
which we seek to keep constantly in mind, is preservation and improvement of the 
American way of life 
We believe that our will 





g acceptance of this inheritance e col 
stant endeavor of our forebears, implies and involves a1 ré 
sponsibility for us We must insure that this inheritan 1 lI 


diminished and if possible improved in value, to our own posterit 
The essence of the American heritage is the condition of freedom, which is 
animated and sustained by the individual love of liberty and sense of justic 
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The chamber urges that the United States Government declare itself as opposed 








0 such restrictive practices in the administration of its own foreign trade 
d ill its trade agreements and other negotiations witb other nations 
exert its f nfluence toward the early elimination of these practices 
trols.—-The chamber, while recognizing the practical necessity of 
ed d tel i gover ( ‘ rt conti urges that legisla 
tion fe h controls be reviewed annually by Congress for their elimination at 
} est pI eable « ( 
Such necessary controls should he di istered efficiently and make greater 
f rl busine roce res Particularly the advice of appropriate pri 
lus gr | be ve sought and heeded in the formulation 
‘ ‘ ! 1 ta ! f ad procedures 
/ ler r} Export TJ e Act of 1918S permitting Americans ex- 
Xx] ! n order fo assure them of an adequate com- 
the world with combinations of foreign com 
e kept i e hese associations can perform a highly useful 
ness to engaged in international trade 
rhe Foreign Trade Zones Act of 1934, as amended, pro- 
pen f es for e storag ! transshipment of foreign or domestic 
‘ ! ‘ ving f eigen con ree It so provides for the exhibition of 
tuin ty] f inipulation and manufacture in the foreign trade 
shipmel to e! \ nto the United States 
Phe <« ber approve f the purpose of this act, which is to promote the 
commerce, shippil d related { ties of the United States, while fully 
irding t enforce f our customs and other laws. The need for such 
foreign t ‘ ne instrumentalities has been conclusively demonstrated, particu- 
n the key foreign trade gateways of the country 
| \ i regulations under which the customs bonded warehouse system 
I he foreign trade zone re being administered should be thoroughly reviewed 
leter ne if foreign trade zones and existing suitably located and designated 
u s bonded warehouses may be enabled to further expand foreign commerce 
Phe ff act should be amended to extend the benefits of foreign trade zones to 
lital cate d designated 0 bonded warehouses 
Inte ition ndust ta ( Because industrial standardization pro 
es effective solutior I ny serious proble arising in international trade, 
thereby contrib ng to bette understanding any greater volume of trade, we 
urges t in try and Government cooperate in the establishment of interna- 
dard rv manufactu g in ter nm y, specifications and tests 
RLD RECO CTION AND DEVELOPMED 
d and security nter ts The free world must forcefully proceed 
oper speed to buildup military strength without undermining and indeed 
while reasing the econ strength upon which military security depends. 
his chambe concerned t the foreign economic program and the military 
progr: of the United States be effectively and efficiently organized and coordi- 
nated to the end that our own defense will be assured and that our appropriate 
ntribution to the common defense effort will be made at the minimum cost. 
It is a matter of vital importance that long-range economie objectives be a part 
United States foreign policy and that these objectives be pursued consistently 
iring this period 
In securing the specific military requirements to be attained by the joint efforts 
he nations of the free world, the aid given by the United States must be based 
k wn objectives and definitely directed and controlled to bring about produe- 
n here or abroad to meet these specific needs 


I ted States aid may consist of military end items produced in the United 
States and made available to nations associated with us in the common defense 


effort lo provide the strongest possible incentive for such other countries to 

nerease their own output and in order to support and benefit our own economy, 

the United States Government wherever practicable should contract with foreign 

| preferably private (nongovernmental) producers, for supplies which 

( be made available on an economic basis, for the use of United States and 
forces 

This should be done in the most efficient and economic way to achieve the 


definite defense objective promptly, and with assurances of appropriate joint 
participation 

The mutual security program must be evaluated each vear in relation to other 
Government programs in terms of the national interest of the United States. 
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It must be viewed in terms of th2 alternatives, such as an increase in direct 
United States military expenditu’es as a possible consequence of substantial 
reduction or elimination of mutual security expenditures, 

The Congress, in appropriating funds for all such governmental programs an 
operations, should keep constant! in mind the necessity in the United States fo 
(a) the maintenance of producti ity by a tax system which preserves incentive 





and encourages optimum capital formation; (0) the preservation of stal 
monetary conditions; and (c) the protection of the n: ! resources of the 
Nation 
The extent of such progran should also be explicii ( nditioned on the 
. tribution of other friendly cowitries to the extent of their Dee es to the « 
mon defense 

tdministration of forcign economic assistance All foreign econom 
tions of the United States should be consolidated into a singl ndepencent 

. agency Such consolidation would produce more effective and efficient 
tion and at the same time avoid duplication and waste 

The economic activities, now handled by several government agen 
departments, which should he integ ed unde. op ( | 
agency, include those of the Mut il Security Age e Let ( oopel 
Administration, other point 4 act t é I nd it ol I u 
ment of strategic materials fr foreign \ ies, and | ted States pa 
tion in the international allocation of scarce 1 a ind product Ptie 
eign economic operations of the United States t} consolidated sl 
related to the requirements of the civilian economy of e United States 
the scope of United States foreign policy That agen shoul { 
claimant agency for the essential requirements of f) diy fore ‘ 

In certain of its activities such as those in co en I t the ] 
of strategic materials, the functions of the new agene s 
With those of the Office of Defense Mol iti ‘ he 
may be carried out as integral part of the det e eff 

lid to underdere oped areas abroad Private e1 ris nnd private 
ment capital should form the cornerstone ¢ \ program for ¢ ‘ 
ment in underdeveloped areas in foreign ritrie e | ‘ - 
participates. To encourage wh investment, every 
our Government to complet iS QUICKLY AS ] 
and agreements to provide assurance of fair treatine for A 
apital 

Any governmental technical assistance program shou bye ed forw 
on a carefully considered basis, so conducted as to avoid any reasonable ¢l g 
of either paternalism or imperialism, and with due regard ti r ow! Z 
situation. Technical aid projects should be restricted to countries where 

- a genuine willingness to cooperate to the full extent of their ow { 

While Government funds may be used in fields unsuited for priva | 
would be made clear that our Government has no intention of providing funds 
for purposes for which private investment is suited or for eneourag ! 
ments in a country which fosters or maintains conditions unfavorable to priva 

° enterprise, 

To attempt to promote the investment of private cay by extending 
anties by our Government against risks involved in foreign investi S is rile 
sirable. Such guaranties would remove incentive for foreign govet ‘ 
create conditions favorable to private capital investment These cond lis 
should be sought by treaties of commerce, navigation, and friendship 

Industrialization of less developed countries The chamber, while recogn ng 
that the industrialization ef the less-developed countries of the we | 


gender greater purchasing power, better markets, and higher levels of living, 
warns against industrialization of any cost 

In any given case the following factors should be taken into account: The 
establishment of political and economic security and equal justice for domestic 
and foreign traders; possession or access to essential raw materials, necessal 
capital (preferably private), whether domestic or foreign, and the requisite 
technical personnel; the prospect of adequate markets for industrial pr t 





either at home or abroad; the ability of industries thus fostered to sury 
without uneconomic trade barriers, and private rather than Government operati 

The quid pro quo of essential materials —The United States today is faced 
with the problem of rearming and of assisting other free nations to rearm 
with one aim—to prevent war. 
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It is essential to the safety of our Nation t t s foreign yp ‘ 
adopted and consist 1 a n} S nd ‘ } 
If this objective were foreign ] \ ‘ ‘ me 
cal issue, sponsored val iid opp dl 
Kach foreign polic ed i ited o ‘ 
° joint consideration bs of State he Foreign R ( 
of the Senate, and the mi ( he House w COl 
cooperation lore be d ! d gl} ( 
day cooperation be ( f e Depart en es 
committees of Cong er nee for Iministi ( f eig 
poli ies and other cong s needed conne on Wit t m, I 
such cooperation impera 
Only if the Department of State continues to have the confidence and coo] 
tion of both congressional committees, and only if both committees Consisting 
leaders of both major parties in Congress continue to have the confidence 
cooperation of the Department of State, can nonpartisanship be achieved 
mulating and revising our foreign policies and in solving major problems re¢ 





to their administration. 

Accordingly, it is urged that a plan be formulated and put into effect w 
the framework of our Constitution which will assure constant collabora 
between the Department of State and the two congressional committees « 
matters of foreign policy, to the end tl ’ 
developed by such collaboration and a continuity and consistency in our f g 
policy be attained, w h will survive changes in personne nd in po 


iat a system of nonpartisan cooperati l 





plex on of the De partment f State r either House of ngress 


UNITED NATIONS 


Before the United Nations was formed, the chamber by referendum vote 


proved the creation of an international organization for the maintenance of 


I 
and security \\ dvocated the tif tion of the charter signed at San | 
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cisco, and we have by repeated votes consistently supported the United Nations. 
We have done this in full recognition of the fact that our earlier hopes for a 
concert of purpose among all nations of the earth in the achievement of peace 
and harmony have not been fulfilled, that abuse of the veto power by the Soviet 
Union combined with its intemperate pronouncements and false representations 
has frequently thwarted the great purposes of the United Nations 

Problems and accomplishments.—We recognize, however, that an international 





organization must inevitably reflect the faults as well as the virtues of the 
individuals and the nations that compose it. We realize, too, that it is unreason- 
ible to expect a new instrument of world order to develop its full potentialities 
in the short time that ] passed since the beginnings of the United Nations. This 
s especially true when we consider that the organization was launched amid the 


devastation and the dislocations of the postwar world, and was obliged almost 
immediately to grapple with problems that would have put a severe strain on 
ong-established institutions 


In spite of all difficultic the United Nations has done much constructive work. 








Its ac I ishments in political, economic, health, and social fields have genera 
been the result of painstaking irk by its many commissions and committees, and 
hay ften attracted little public attention. Its disappointments in accomplish 
ment. o the contrary. have bee treated as spectacularly newsworthy, and too 
often the fact has beer verlooked that these disappointments have been the 
esult 1 so much of the technical defects of the organization’s machinery, but 
of the attitudes of some i ‘ el tates 
ietion in Korea crisis When efforts of the United Nations to keep the peace 
were directly challenged by the North Korean attack on the Republic of Korea, 
erwhelming majority of the members of the United Nations moved promptly 
oppose the agzressors This was the first time in history that a majority of the 
natic of the or!d acted under the auspices of a world ganization to resist 
ed aggres n by force of : The Con 1 ts were not able to gain a 
cheap and eas Vik rv and then to go on to fresh attacks elsewhere 
rhe uber approves the action of the United Nations in the Korea crisis, 
nd a the steps taken by the General Assembly it ; resolutions on Uniting 
Peace te provide for effective ac n thro the | ted Nations in possible 
S ygression ainst peaceful states \t the same time, we realize 
e U. N. General Assemb can only recommend tion to its members; 
th: nfluer is predominantly mora and that the success of the action 
| through it depends on the will of the individual member states 
World mecting place As a meeting place for the nations, we believe the U. N. 
ndispensable function in today’s world. Here leading citizens of many 
meet and devel« p mut understanding and respect Here diplo 


mat ntercourse can be carried on in the international field. Here differences 
‘ vy debated and weakr es and sh ings can be highlighted If 


“l will, settlements can be reached around the council table instead of 

n the battlefield. The U. N. has been charged with being a soundingboard for 
minunist propaganda, but if the voting in the various U. N. organs is considered, 
d seem rather that it has been a piace where the hollowness and falseness 

f ilms and accusations by the Soviet bloc have been exposed for all the 

d t ( Disseminating the facts of United Nations action to the people 


ns is a predominantly important need 


Adequate appropriations for United Nations operations must be 





provided But in their conception and control, budget items of the United 
Nations and the specialized agencies should be based on a realistic appraisal of 
f the pal I ‘ “ I if the membe nations’ abilities to meet 

ditures on an equitably proper proportionate basis 
R ; he I ted States Che hamber believes that our country derives 
t benefits from it in the United Nations. The United 
es, te has an opportunity ts views to a world forum, and to 
ul e its aims to have hut and individual liberty preserved. It 
1 make every effort to see ase is put forward as ably, as tactfully, 
d effectively as it is possible to do At the same time we must make an 
nest effort t inderstand the viewpoints of other nations, and be willing to 
ept ettlement by mutual agreement when our own national security and our 

itic principles are not endangered 


he U. N. has never heen regarded as the sole means of assuring international 


e and securit) Its charter permits armed action for individual and collec- 
ve self-defense, and the chamber believes that the United States has been right 
taking advantage of these pre ons of the charter by entering into the Inter- 
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American and North Atlantic Pacts. The chamber also approves the Mutual 
Defense Treaty between the United States and the Republic of the Philippines, 
the Security Treaty with Australia and New Zealand and the Security Treaty 
with Japan. The United States should exercise the utmost ‘ 











its action under its various commitments in order to a 1d 
the application of the provisions of the several utu delense pacts and the 
charter of the United Nations. In all of this we adhet steadfastly to the con- 
stitutional principle that only | ict of Congress can our Nation dec are war, 
and that any compliance with treaty obligations involving our Nation in war 
can occur only by formal act of Congress | der our constitutional processes 
. The chamber believes, moreovet at the United States should resist g isly 
any and all attempts to make of e United Nations supreme legisla ( ly 
which could promote and promulgate legisla aff ng matters which are 
purely national in scope or whit h any way overrides or modifies provisions of 
7 the Constitution of the United States 

While safeguarding our own st rity, we shou I lose sight of t} il of a 
peaceiul and prosperous world Phe chamber repeats hope that i nat 
of good wi orking ough t] ru nta es of the United Nations, under 
divine guidance, 1 ultimately achieve that goa 

United Nations D The chamber we ea ! f the Gene \ 
bly of the United Nations in designating October 24 of each year as a da r 

dy tf and dicatior the ] . { ‘ understanding on 
which the United Nations was founce We believe lit widesp! l ( I 
of such a day will contribute to a better knowles e of e organization and a 
ties of the United Nations and strengthen the ll to peace tl izhout the world, 
and we therefore urge member organizations of the ch r ) participate in 
observance of United Nations Day 

UNITED STATES RELATIONS WITH OTHER NATIONS 

Soviet Union and other Communist countries 

The chamber has for some time recognized that a major source ¢ nternational] 
unrest, of fear, and of conflict is the aggre e progr: of itant Russian 
communism Chis program of world conquest and bjugatio s being prose 
uted with propaganda, corruption, military force, and every her method calcu 
lated to embarrass, weaken, and destroy freedom everywhere 

In 1949 we adopted a de ation of policy on political rel: ns W the Soviet 
Union We stated our belief that the strained rela ! between the United 
States and the U.S. 8S. R. were not the fault of the Russian people, the first victims 
of the Communist regime, but were due the tude nd s of the Com 
munist leadership. 

, In our policy declaration we suggested that certain conditions must precede 
solution of the prob em We helieve deve ypinen have s ( ilid y 
| of our views and we reaffirm them. 

Conditions of solution.—Since what the Kremlin seems to respect force, and 
only force, the Soviet leaders must be convinced, first, that tl United State by 

: word and action, will avoid both aggression and the surrender of basie principles 

and vital interests; and, second, that the United States leveloy only its 
own means of defense, but, within the limits of its econ ability, will as 
other nations to help themselves militarily, as well as economically, provided that 
they are willing to work together to resist Russian ageres nand ! ition 


The chamber believes that to support such a policy the United States must: 


1. Persist in its determination to rebuild is own overall military strength 








and to help other nations opposed to Soviet ession to rebuild t rhe 
United States and other members of the United Natio1 ive demonstrated 
in Korea their willingness to employ their strength to oppose overt and u 
provoked aggression, The strength-in-being of the free world must be evident 
to serve as a deterrent to further Soviet aggression 
2. Demor private enterprise system, based on democratie 
freedoms, to the totalitarian planning syste bot! n 
creasing e ind in promoting human welfare d happiness 
3. Demonstra ts intent tinue ft eg e with | f ruly 
effective solutior not n mapel eeMme! e | S ‘ t 
convince the world and especially its allies of its sincere desir¢ r peace 1 


insist that the Soviet Union offer adequate proof that it has a sim r desire. 








mY GN ELCONOMI POLICY 


) 
The ] ed States should use the machinery of the United Nations and all 
' i s to the illest extent, to avoid a w ld war and to 
S ' S < j } e wl would ren Tree 
f ‘ ers espected rhe mora 
e | ed I 
j ‘ ( I} ve opposes com 
} ‘ | eves ( l st with its 
1) s powel the state 
i 
x ‘ ( le t of ie l 
b ( ] [ ( mn st ( the chamber believes 
| - R } t | Fe} +} 


I . eS ] ‘ ( bles the Russia to utilize 
somet eS UNV ! tools Wherever 





{ is ge £ ‘ el r 4 uhISt states 
jos: 8. I ‘ elves il e true interest of their 
owl ‘ eS f ‘ eful y d ce Where independence becomes 
( st ( ( ‘ eX I to the interest 
‘ ed ( z ISSIS s ( ( ed | esisting 
s ‘ I t] rr we for hm riun considerations 
| ‘ e ie ‘ ( ‘ sending food elieve shortages il 
¥ 
Phe ch ber sees pe thi: present te ons will be settled 
! l ort pe ad of t ( bhey 1 £0 on Tor ] I ven theretore, the 
‘ ’ he ed as ¢ range nature 
I d e de hale ‘ ) v be lost Maintenance 
of ry'’s economic ength is fundamer But to be strong 
ie I and I t ( ry must first be s g ritually Faith 
1 im effort eased productivit ‘ . fice, und politica 
and so d ptation to se ad techie 9 progress, will be required 
LOW | ong T end 
i} el ves every d eve \me ( in whatever 
Ww N ‘ n S s e ¢ | i » conduct his 
ft ‘ d ond g f ir N Ss responsib y to 
ely i ( 
( 
j ( nd the probab 
‘ ig ! . i } ! ( a TT specific long 
ne 


Out ective should be to help China to develop inte fully independent and 


pl ( Is na Worthy and 3 ( e its place \ e Tamuy of nations 

d the 1 te States ey me history of sincere friendship As 

\ = ‘ e } e na excel disngreement wit the Chinese people; oul 

difference re wit ra a 1 l ed Communist regime imposed upon them 
gainst the wishes of a substantial ] t of its popula 

At ft] me the charmb eves that the United States should continue its 

enitiol f the Na } G ent of China and, while cotimending the 

: reforms in the 1 ' , nistration in Formosa and in the armed 


forces of the Chinese Nation t regime now in Formosa, should aid in bringing 


it furthe needed ref I f necessary, should help in protecting 
‘ mn ] ~T 
We ( ke cle I ! (‘hina but to a the world that the United 
St es has no rritorial ambition n China hn oes hot seek and willl not seek 
} ( Si\ oO! 1M } 1 cl ad l ives 
—— 
The ength ar security of the countries in the Near East and the Middle 
hast are essential to the security of the United States and to the security of the 
I l ‘ 1 i is 
Consideration should be given to a more positive policy by the United States 
relationships with the countries in the Near East and the Middle East 
The obje e of such a policy should be to help them build their strength and 
ili ind to encourage Closer participation in a common 
between the countrie of the region and the rest of the free world. 
rhe f ering of private industry and free enterprise in these countries is an 


nt elemel n the development of their stability and strength In con 
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rhe chamber was prompt to endorse the Inter-Amet ! reatv of Reeiprocal 
Assistance (Rio Pact), and it ow note With satisfactio hat the Chart 
the Organizatio of American State ghned t Bow Lal g been du 
fied by 14 countric includ he Unite Stutes, bec fl effective Dec 
ber 1951 
Che chamber supports the objectives of that organization and the furtl 
development of ¢ tructive and mut benef nit ies of a nature 
strengt he the economic, social, and cultural ties uniting the embers of 
L\merican familys f nations It commends in particular the excellent work 
conducted on a cooperative basis it any Lat American Repul s unde 
uuspices of the Institute of Inter-American Affairs, and the construe e eff 
undertaken by the Inter-American Coun of ¢ meres Production and the 
Hemispheric Insurar Conference 
Nouth and southeast As 
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t has become a fertile field for Co1 unist propaganda It is of the utmost 
unist efforts, whether by revolu- 


l i 3 ‘ - d assist in the evelopment of mproved 





‘ | ! f vrernment 
er Vinpathetic understanding 
d | of I l e reemphasized 
l e st 1M trade advantages. 

Jar 
I I I ( S Ss hat will 


y A EA S 
. { ‘ ’ i ) Dy the Soviet 
} ‘ } ( prohlems 
"7 ans : , \ s at it rst session set up 
the A ] rgy ( I on W as instr ted to make specific proposals: 
f extendil ‘ nati e exe nee of basic scientific 
for control of ‘ c energy to the extent necessary to insure its 
1 t Vv i 1 ell 
{ e tid f natio n ents of atomic weapons 
and fa other a r weap s adapta : » Ihass destruction ; 
r effectiy safeguards y way of inspection and other means to 
protect complying States against the hazards of violations and evasions.” 


At the rst meeting of the United Nations Atomic Energy Commission, in 








Jnne 1946, the United States presented for consideration a set of proposals 
based « studies mace leading aiomic scientists rhese proposals were 
iccepted as a basis for ission by the United Nat s Atomic Energy Com- 
missior were ce ped hao for the effective international 





} of ; energ ‘ ro of weapons. This plan 
y of the United Nations by an over- 

s bloc } e voted against it The 
Soviet Union has put forwat ounterproposals which the majority feel would 





i a iu e tO ft ‘ rance ¢ it \ 
l 1947 th Cl iM : pled adeclaraci of p Vv expre ng its sense of 
the necessity ¢ eaching tel ! agreeme! this crucial problem. 
| r endorsed e | advance by the United States and the 
hicl ‘ ered Wie I ad the inanimous report of 


the Scientific and Technical ¢ mittee of the United Nations Atomic Energy 


( SS1O ind expressed the | e tha fu igreement might be reached 
te of a difficulties 

This hope has not yet been fulfilled The possible possession of atomic 

‘ even 1 re powert weapons | many nations adds new emphasis to the 

need for effective inter tiona ontrol of atomic energy We believe that 

while ther n be no compromise on the principle of ruly effective control 

whic wi make surprise tor tacks impossible, every avenue should be 
‘ ed | r I greement 

I his we il n \ e Genel Asseml the United Nations 

which, on November 25, 1949, pa da resolution stating it Viction tl in 

er? n | ve ¢ n avoid the ¢ ge 7) e of at energy 

for ind haste ‘ t ( r peace end ad « I pol Vv 

‘ ad evel y é howe t e | sil i the acceptance 
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Until effective control is achieved, we believe that this country 
has no recourse 


the atomic field and work in harmony with all nations which s 





‘ly to maintain and better its advanced position i 


hare its views 


INFORMATION AND EDUCATIONAL EXCHANGE PROGRAM 


As one essential method of combating communism, the chamber supports a 
proper program by the United States of information and educational exc! ge 
to he pti wi d. nartic ariv the peoples of ountries which may e easy prey 


I | i | 
foreign policy The ! of ting I ‘ m ev i 
out | he most capable 1 r) wit] } 1 7 
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and sateguardin our treedol { ome and our position | orld affairs 


veloped to the extent cons it with needs f ( lL ¢ an 
production. The points of needed emphas n e stockpili | ai should 
be balanced with the 1p} of 1 il id the requires I ‘ ‘ nd 
essential civilian productio ‘ L ¢ rt 1 be ma to ul iS¢ 
duction of needed tical materi: cui develop acceptable sul tute y 
thetically or otherwis \n egislatior ithorizi fu ds for econor “or 
military aid t ther countries should include clear and definite provis for 
1 us ) Sii¢ 1 ads, } ) ‘ ( l 

for the acqu {101 Strat aud crit a I iuld : b 
vided that countries receiving econo! ri tary ; a d this country opp 


tunity to secure at reasonable terms such materials as are not available he 


or which are in actual or potentia ort supply Lhe need for preservation of 
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future investment Lhe hould | f 
of foreign investol | ) idequate dl ‘ I 
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earnings, ann e investments ) o 1 — 4 ; 
techniques 
Misconceptions responsible for reluctance of re 
Siti actory assurances as to their atti de toware \ ‘ ! Or } | 
bye eared up through state by r Gover ave 3 | 
Such temel s ld b 1} | 
represent e fixed po V « I ( ern ! ‘ 
United States does 1 have a or b 
need that there no necessity thut ch Ss tind at it le 
tries, and that capital will not be ‘ lilv av ible 4 I 
steps to remove a cloud from past reco of upsat { tre } | 
more, our Government policy should be s ped t nie ! ( eig I ‘ to 
seek funds from the private market 1 he thru I ublic 
Phere eed for w dwid ‘ n of the s , none 
el ide w n the ge) as 
tracts should be honored f ‘ ! \l 
itu CONS his ‘ mpor ‘ ‘ 
“agreements ¢ partners in ent rise 
With mut espect mr the est ! { | ! rn 
enterprises, there should be ree ‘ th: t hou 7 ne eal +I, 
prope regard fe il eustor ! ‘ ley , al 
stability of th ocal economy 
Adequate safeguards for existing nvestment f encou ( é 
continued flow of new capital would ncerease the yt! \ ‘ 
countries and keep open the channels of private enterpriss 
Monetary policy Che chamber reiterates its belief that restoration of 
factory international monetary standard and faith in the integrity of : on 
are vital needs which must be met 
stability in currencie Ss necessnt fi ide: e reviv: f | ‘ “yee 


tional trade, with its benefits to the people of the United State ind of her 








countries. The ndard is the only inter tional monetary star 1 wl 
has commanded any genera ecept ance World trade moves « ( | i 
upon gold Monetary policies in close confor! with the esser I 
ciples of the gold standard are desirable 

he restoration and maintenance of a satisfactory standard re dependent 
upon the development of confidence balane g of p iblic budget | per } 
vision for retirement of public debt, and removal of restraints po oreig 
exchange 

Any existing law which might be construed to permit a change the price of 


gold by other than congressional action should be repealed As further 1 ns 








162 FO! IGN ECONOMIC POLICY 





of realization of f benefits of a domestic gold standard, steps should be taken 
at the appropriate time toward the free convertibil ty ol the dollar into gold on 
the bas f its present gold value 

United States should 1 vide the necessary steadying influence interna- 
tl I SS nee of stab ity of the dollar, free of exchange restrictions. 
TI requires abandonment of deficit financing adequate restraints upon the 
exercise of any power which would weaken the currency standard established by 
Congress, and resistance to proposals to grant greater discretionary authority 
to Gove ment age es over the onetary functions of the banking system 





Market influences with regard to capital flotations, public and private, should 


Enae s should be encouraged to establish realistic exchange rates between 
the ir and other « rencies of importance in world trade. Stability of ex- 


c) g l l ‘ ite dete ! on by the respe ve governments to estab 
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¢ ‘ ry } le PCOL eE¢ Q 
‘ f eig xes should 
be i I b 1 ( I xyation. I r rules 
f ear! I n different coun- 
trie t x Uxit idents, mnelud 
eig I S exce income de ‘ from business per- 
1 ¢ nad | ed W bil tue ta 
lng 





a I t I ( 1 hi our taxes 

I { ll ( Tridiie i t Ol i reements W th « el nations, our Gov 
‘ ent she ladopt as standard pra f sion of safeguards against exces 

enel | : for elimination of international double taxa 
t ( iS spe fi nderta g enter lnuto sepa- 
ra m sn 1 t I nt such general provisions 
INS ‘ EN BY ATES COMPANIES rHER COUNTRIES 

I he p f the chamber to encourage the Government to pursue a policy 
t] maint ind increase the I of fore trade and foreign business 
tr l f ns f T t¢ Sta Sq ¢ Tey rise 

Prol tio! 1 re ¢ S e operation of T States insurance 
ce pial S fi I ‘ ! be elim ted rh 1 Government 
sl} iid give consideration ft this subject ji the negotiatio of treaties of com- 
mer nay tion, and friendshi and the several States, by appropriate legis 
F l ( nsurance mpanies fully to provide all 


types of insurance coverage out e the continent lim of the United States. 


‘ Our Government should foster private enterprise of its nationals in 
for , rat nroductior nsportatic refining, and marketing of petro 
leur nd its product It sl | give the necessary and appropriate diplomatic 
ennnnr nder the principle f international law to its nationals engaged in 


fore nerations and should itself refrain from entering directly or indi- 


INTERNATIONAL TRANSPORT 


eardo I rry out the obvious intent of Congress that the 
American merchant marine shall properly participate in shipments under foreign- 
aid programs, present legislation should be so administered that United States 
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flag vessels shall transport, regionally or by areas, not less than 50 percent of 
dry-cargo tonnage purchased with United States Government funds, or procured 
under Government credits, for the benefits of foreign nations, unless the Maritime 
Administration certifies that United States flag vessels are not available for the 
purpose. 

Flag discriminations Our Government, through the Department of State and 


all other Government agencies in a position to do so, should, through the nego- 
tiation of treaties of commerce, navigation, and friendship, aggressively press 
for the elimination of all unduly discriminat rs practices by foreign governments 
against non-national shipping and murine i Iranc These same ends should 
be sought through the administration of our scala ign policy in general and in the 
granting of loans, technical aid, or any form of economic assistance. 

fir navigation facilities The United States should ¢ nue to cooperate in 
the improvement of : iir navigation, communication, and x1 1 fac s throug 
out the world wherever necessary as : important part of any program of eco 
nomic rehabilitation and international trade promotion 

Trade and travel barriers Many governmental actions, regulations, and re 
strictions, in force in the United States and elsewhere, are hampering the fullest 


development and use of international sea and air transport. Every effort should 
be made to obtain simplification of the requirements for the issuance of passports, 


visas, customs rules, public health a nd quarant ne regulations as related to 1S 
aircraft, pissenzers, curgo, and air transport, spare parts, supplies and personnel 
in international trade. Our Government shou tuke the lead in bringing about 


such simplification, 


MAINTAINING NATIONAL SECURITY 
The implications of present world tensions have awakened America to the 
overwhelming importance of building and maintaining a strong national security 
program. The war of ideologies is now in the ope and the strength of the free 


world largely depends upon the strength of our Nation and its ability to impart 
some measure of encouragement to freedom-loving peoples abroad 
In providing the necessary funds to support t] program, within the ecor 
and financial strength of the Nation, Congess should insist that the executive 
agencies responsible for national security recognize their duty to expend the 
funds wisely and without waste. 
Recent history of our Nation indicates the fallacy of the almost complete aban- 
donment of our Armed Forces upon the cessation of actual hostilities with too 
rapid demobilization of such forces and without planned preservation of equip- 


ment against some future national emergency We urge Congress to provide 
necessary legislation for continuing the minimum requirements of personnel and 
equipment to the end that our country will never again be found unprepared to 
resist aggressive powers who threaten our way of Lilt 


Mr. Campsetn.. This pamphlet contains policies that are now in 
effect. I should like to point out that before a policy is submitted to 
the membership for consideration, each statement in it is carefully pre- 
pared after a thorough study of the facts by ores ate businessmen 
committees. The necessary background material, the form of re- 
ports and working papers, is prepare (| by the chs eke s research staff, 
The policies now in your hands, with exception of a few which have 
originated with the finance department aan, have originated 
in the foreign commerce department committee and the committee on 
international ae and social problems. These committees are 
made up of 39 and 34 men, respectively, all of whom have spec re 
competence, e ane rience, and interest in these fields; the large majorit 
of them are businessmen having wide foreign experience, with a leavy- 
ening of scholars to provide balance. 

To conserve your time, I will outline the policy declarations of the 
national chamber in those areas in which your committee has a definite 
interest. 

The chamber firmly endorses the principle that increased world 
trade will improve world prosperity and thus help assure peace. In 
order to bring about this increased world trade, we believe the United 
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State ould adopt a constructive and realistic tariff policy. I refea 
vou to page 4 of the pamphlet before you. Such a policy should en 
courage world trade and should work toward the elimination of unfair 
1 f tel ( | ( 
~ The economic health of t United States depends on a large volume 
of im ve of expo However, as the world’s largest cred- 
e United State cannot for long continue to support a 
export-trade balance sometimes called favorable. The various 
types of foreig | have supported the great excess of exports over 
c post vy xl, but the period of economt aid, 
CXC! ( olie ex ord expenditures, is coming to an end. To 
hive Lion « reditor nation, the United States needs 
I refer you to page 5. As the policy declaration 
‘] 

i \ W bu d 

g \ < 
\ of her | ( that thre 


‘ | ! ( tC Liie 
( ( e | State ed e trade 
I ( ee 
O Trade Acres \ 4 Phe 
( l 9 ] ] ) ite Ul | 
l ! effective ag ents for the ad 
| I {| ( ol } 7 » 1) cle 
| t¢ rea rld trad the recognition 
I t ine ( tra urns iV be Tormida md ey more unfan 
the rect rr ti onal trad For this reason the 
I tional novel pope { leg lation for the l odernization, simpli 


dardization of consular and customs administrative 
It O I refer y ¢ re OF the pam) hlet. Che outdated red 


fs) dent to entering soot the T ted States badlv needs revi 

) nad a 

| enel policy tive practice I refer you to page 6 
Ol { inhi} et the ¢ Pri boe goes on record as Opposing all forms 
at est! Ve barrie) to muit iteral world trade, both in the trade 

of the 1 ed States and in the policies of other nations. It 

our Grovernment t xert if ! 1] infl ence toward the early elimi 
nation of these pra { { ts trade agreements and ovner hego 
1 { oreo ( eS 

| maximum elimination of barriers to world trade is onlv one 
facet of the itis ’s polier the fe on eco omic fi ree 
\) portant cornerstone of American policy is to achieve fair treat- 
ment of American private foreign investments, and, if possible, an 

of s low of funds to aid in economic development abroad, 
rovide Tor mere ect IMportatio of raw mate als and other 
rood ecessaryv Tol American proauctiot and consumption. 

\ ( in private Investments and private enterprise should form 
the real basis of any program for economic advancement in the under- 
ck ped areas. as f , United States participates in such a 
pone ! ) » page Ll of thi pamp let. Such investments 

be encoul oy lot ( d the chamber urge that our Govern 


brit nak very effort to omp] te a qui ky as possible the negotia- 


FOREIGN CONOMIC POLICY LOO 


tion of treaties and agreements to provide for fair treatment of Ame 
cain capital al road. Incidentally. the national chamber does not favo1 


oVarantles DV our Government agaist risks involved in foreign 


investments. I refer you to the top of page 12 of the pamphlet. The 
; I I I I 
’ } j 1 1 . ‘ 
chamber 4] oO O} Dost export redit } rance bv the | l ted states 
I i ; 
Government. I refer vou to page 16 of the pamphlet This stateme) 
iw pertinent in view of tie nibintroduced 1 ( tly nt sel ( Ss. S40 
As the pr tinent policy states: 
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The chamber supported the British loan, aid to Greece and Turkey ; 
and prior to the actual enactment of the Marshall plan legislation, 
issued a report called Aid to Europe, favoring such a program and 
making recommendations regarding it. Many of the recommenda- 
tions were incorporated in the initial legislation. 

smce then, the chamber has si pporte d se le ctive economic assistance 
to other areas of the free world, the pol nt 4 prog rram, and the mutual 
defense assistance progran . bot] 1 be f¢ re and after they were grouped 
into the mutual ecurity program. The chamber also endorsed the 


Rio Pact, the North Atlantic Treaty and other regional defense 
arrangements, 
Asear! 1944, the ¢] r observed that— 
Pa eas for a irrency ¢ ‘ ! c ills have been and y¥ ntinue to be 
See 
The basic nature of the problems has undergone little change in the 
past 5 to 7 years. Proere s ha heen made on Various short range 
objectives, but the pendulum is swinging again to issues which were 
paral int to 1944 to 1947—namely the need for the convertibility 
of currencies and liberalization of trading relationships. 1 
United States assistance programs should be related to these eco- 


nomic problems by contributing to their solution. Any assistance 
should serve to increase production and productivity of other countries 
so that they ean take their proper place 1] the world market on a 
bus hess like basis. Both trade and aid may be required until such 
time as trade may completely replace aid. Developed in consonance 
vith a positive, constructive international trade policy by the United 
States, and with sound fiscal and monetary management necessary in 
all countries, the entire free world would benefit in terms of pros- 
perity, strength, and security. 

So it is that all these programs are interrelated. 

I should say that while endorsing the principles of the mutual secu- 
rity program, the chamber has on oceasion taken issue with certain 
aspects of its performance and administration, particularly with re- 
gard to duplication and waste. Last year the chamber testified for 
limitation of expenditure to $5 billion for fiscal 1954. 

Reviewing this whole problem early this year, the two committees 
to which I referred earlier—the Committee on International Political 
and Social Problems and the F oreion Commerce Departmer it Com 
mittee—formulated a report which was approved by the chamber’s 
board of directors. This report made five major points regarding the 
mi ee al security program for now and ™ future: 

. Recognition that milit: iry assistan Is an import int seoment of 
our own defense effort. 

9. Criteria by which such assistance will be extended. 

3. Substitution of offshore procurement for economic aid, to the 
extent practicable. 

}, Use of private capital, principally, for development of under- 
a areas, 

5. Establishment of a single agency to administer United States for- 
eign economic affairs, under the policy direction of the Secretary of 
State. 

This statement stresses that the national chamber supports the 
North Atlantic Treaty Organization and United States participation 
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in this and other mutual defense arrangements in the national inter- 
est of the United States and in the interest of the security of the free 
world. I quote from the report: 


Military assistance to NATO countries and cor peratin ountries in other 
areas 


the report states 


represents the contribution of the United States to the security of the 


i ( cul re 
world, and is, in fact, a segment of United States defense effort e 
This Important fact seems not always to have been und tood by 
the general pubhe. Funds for this purpose, the chambei stated. 
should be allocated in terms o 1) relative mtriouts Lo Ul ovel 
all United States defense program; (2) effective contril oh to re 
gional defense programs, ahd (08) existence of | t belng and 
tra ning staff sufficient te hake propel eC Oot) tary end ClLLS. 
Economic ut d to \We fern Ik il ype, the ( h il er be } eve should be 
discontinued in principle, except for limited amounts to meet ex ep 
tional ca es such as those of Austria and Gree e, and possibly Italy; 


and that peotanen lon of such exceptional need be demonstrated to 
the Congres 

In the ae of economic assistant e, the chamber be leves the te h 
nique of “offshore procureme! t”’ should be employed to the greatest 
extent consistent with reasonable security and economic considera 
tions. Congress, we believe, should make this mandatory in author- 
izing’ legislation. 

Advantag sot ¢ pcg procurement are con ell oO It will enable 
other countries to earn dollars and at the same time aid in buildin 
up the military produc tion potential of our allies 

As concerns United States technical assistance programs, the cham 
ber believes this should | re limited t to field not auppropl ite for | l 
vate undertakings. Ths would include public administration and 
policy, public health and sanitation programs. In the field of capital 
investment, it would a basic transportation—roads, harbors, 
and so forth—and irrigat! . such capital investment should be on 
a loan basis through the facilities of the World Bank and the Export 
Import Bank. 

A word about organization of these programs: The chamber has 
recommended since 1950 that there be a single agency for the admin 
istration of foreign economic affairs, including foreign economic and 
technical assistance. Under the clear policy direction of the Secre 
tary of State, such consolidation of foreign economic activities could 
be either an independent agency or a subdepartment of the State 
Department or some other major department. 

The national chamber believes foreign-aid spending, with increased 
emphasis on other foreign assistance equiy tlents, can be held to $5 
billion for fiscal 1954. 

Mr. Chairman, this is the outline of the poli ies of the national 
chamber in the field of interest of your committee. If there are any 
special fields which l have not covered, or if you would like me to 
amplify any of this material, ] shall try to do so. The Chamber of 
Commerce of the United States appreciates this opportunity to pre 
sent the business viewpoint on these matters. 

In view of forthcoming legislative consideration of the Trade 
Agreements Act and related subjects, we believe you will find a recent 
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1) on tariffs ¢ tiv 
Che fir t tt ( ference for the reduction of tat barriers in 
‘ Seatac + \ 1947 at Geneva Vv n, together w 
( I ‘ we neg ited the Get i \ eement o1 lariffs and 
| ‘ ere . : nto agree! 
’ ¢ f ‘ } S ch of tl countrie 
¢ ered ‘ vyreement negotiations not only with 
} : 2 S ‘ tl the vuntric The result of these 
I ( Lore nt on Tariffs and Trade (GATT which 
f ven ng to t duct of international 
t ‘ } ( ess ! i Ipatinge coun 
‘ wel ‘ » 20 schedules 
: “ws dit or s of products 
! her I GATT, wh s provisionally 
é } ‘ ndertaking fe ‘ ucing trade 
b ! ‘ Pay Sul it riff me ol it Annecy, France 
! | | n 1 } e f h enlarged the GATT so 
\ j | eS \ r some four-fifths of the 
i 
«) } 7 } he Unite SY } } teral trade avree 
Thi more import t tradi partners have since 
} ‘ c ‘ d our bilateral a ents with them have 
4 ‘ ' ‘ } (4 ‘ ©) most of the results of the 
‘ | Agreen Act of 1934 are now 
R 
eo f ‘ \ ‘ \ { i ro renewals 
toreic ries é el , ! es of duty 
i ed S es “YO rates out of a total 
of ) es affect 1 ! te erage it tiable imports in 
) & 8 n that year On 
( 1 ) nee ns covered about 
w) 
S t a ‘ ! N i i Lene red ced by th sé 
trad ! t I ( I ry the 1 that the verage ad valoret 
7 United State ! uit e imports had decreased from 
25.8 n 1954 before the f any trad eement to 13.3 percent 
in Aug 91 These ‘ ‘ | ever, give Ine hat misleading picture 
f el of 1 ite Stat iT Gener ‘ 1 ! the higher the tariff 
the i r the « ntity port mda study of aver e rates which is based 
‘ me ¢ eacl overemphusizes the low rates at which 
t tv of sf ro illustrate, assume that a country puts all 
f arts on ty-free basis and applies a 200 percent duty on 
: ‘ mports, t I being abs tely prohibitive The weighted 
: ‘ d valorem « ile ‘ is country tariff would be zero since no 
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B ‘ d cr (} ( ( \ Denmark, Dominican Republic, Fed 
¢ Rey rtic f Ger ! I ! r Greece, H India Indonesia, Italy, Liberia 


Lux Nether New Z qa, N ragua, Norwa Pakistat Peru, Southern 








R} i, Swe n, 7 ‘ I South A United K don nd United States 
I 1s I at ! n, Effect of Trade Agreement Concessions on United 
St rif Levels Based « Import n 1949 A large “r of products were bound 
These averages were ted on the isis of 1949 imports and, therefore, corrected 
f } ges ‘ I | TY ( mis ” | Dhak f Trade eements Con 
ce I United Stat I Levee Bas on Imports in 1949, revised October 1951 
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The future effect of the balanece-of pa ents cept ) 

Import restrictions applied under the balance-of-payments exception will cor 
tinue so long as the conditions exist wl necessitate such restrictions Since 
in most cases the restrictions arise out of ft dollar shortage and are applied 
against imports of dollar goods, their progressive re ation depends to a ‘ 
extent on the volume of imports into the I ted State In other rd int 
foreign countries can earn, primarily through export siflicient foreign ex 
change to cover all of the imports they 1 ht wish to purchase, tl a 
restrictions which sure that th ore nee wh i\ j i 
to satisfy the most pressing import need Mi while oO the ¢ ent that thev 
impose such restrictions, the tariff concessions made by the United State ire 

Ibid., table 7. See Appendixes VIII and IX 

‘Art. XI 

Art. XII 
See arts. XIV and XV and ! 1 

7 They were Australi: Austr Br 1 ¢ lon. () (ze } DD | 
France. Germany. Greece Ir Indones | Nethe ‘ N 
Pakistan, Southern Rhodesia, Sweden, Turkey. T S Af I } 
General Agreement on ! rl Use of Q tive I I 
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On the ot} d. Congr d enify it pprova nd unwillingness to 
be bound by the GATT and q ‘ n effect, that tl kxecutive give notice of 
| d Stutes withdraw f l e GATT 








ta é W ‘ ( Cl t eC] 7 { £ prio! to the con 
jie of the GATT a1 ’ 4 o the level existing in 1930 With 
d il f the GATT f appro itely SO percent of 
{ ‘ State I> I ] oug ne t iil ( on a lable 

l nd te n of l zs on free and dutiable products It has been 
estimated that the immediate increase in rates on items reduced in the GATT 
would e at 65 perce d th the increase « all dutiable items 
would average at least 40 ] el 

Although further consequence if our withdrawal from GATT are speculative, 
it poss_ble that the ¢ dy ult of wit wal would be a general restoration 

e 1930 ra s which w ildn n ad bling exXisting rates United States 
withdrawal fro the GAT'l df participation and idership in efforts 
to expand the opportunities fe "\ d de might be th ignal for a wave of 
f her l restric ! n throughe the world In such an at 
mosphere it likely that the pre gene 1 lead to the tern ition 

f bilateral agreements st effect a hat t leve in the United 
States and in other countries would return to the high levels of 20 years ago 
Lin f i furti f the Trade Agreements Act 
| ‘ \ 1 al about G Ww determine what direction our 
| vy for the future will tak In reaching this decision, however, Con 
resul want to consider several isic alternatives (1) Shall we 
move i toward the tariff policies of 19807 This could be accomplished by 
g fi GATT aml either allowing the Trade Agreements Act to lapse, 
ne it thout undertaking any further important trade agreement 
Otiations 2) Or shall we tain substantially the present level of pro 
te This « ad be ccomplished by clearing up the status of GATT, per- 
haps with amend ts that could be negotiated, and by reenacting the present 
it not taking much action der it (3) Or shall we go further in the 
direction established by the Trade Agreements Act and seek to bring about a 
further lowering of barriers to international trade? 

Since the present law de ates authority to the Executive, Congress in con 
sid I i f tl iltern es W want to keep i nd what can be done 
under it If Congress decides to move back toward 1930 or to maintain the 
stat m0. it will want to conside vhether it is necessary to withdraw or curtail 

‘ hority of the Executive to reduce tariffs if it wants to go further in 
fre w d trade, it will need to « sider what is possible under present legis- 


n. Consideration of the limitations in the present law and the manner in 
which they have operated is, therefore, relevant 


A clear conception of the present effect of this limitation on the authority of 
the Executive to bring about a further significant lowering of tariffs can only 











be had from an examination of individual rates of duty Such an examination 

would have in view determining the extent to which further reductions of indi- 

vidual rates is possible under present authority ; how high the rate would be after 

| tee! he twe1 ‘ tries with which the Unite States had bilateral 

‘ 17 ‘ led to the general agreement, and any bilateral 

ements with them have bee either ispended or terminated rhe agreements whic! 

wer suspended (Belgium-Luxembe I nomie Unio B l, 1988 agreement with 

Cana ( 1, Fr ce, Luxemb g, Netherland United Kingdon would again become 

operative were the IT te States to withdraw from GATT The agreements which were 

terminated (1940 agreement with Canada, Finland, Haiti, Sweden, Turkey, Peru) would 

rse t become operative nd tariff rates included in these agreements would, with 

a f possible exceptions, return to the 1930 level The same would be true of tariff rates 

tems ne tiated with other GATT countries with which the United States did not have 

bilater eements in 1947 I ed States withdrawal from the GATT would have no 

4 te effect on rates i led in the 11 bilateral agreements now in effect with coun 

t ' t GA’ Of t 14 effect in 1947 with countries 

W ! becor ties to the GAT n terminated and 11 now remain 

hese figures were weighted a ding to 1849 import trade The percentage increases 

\ 1 ac ’ somew r s they are based on the assumption that the pre 

GATT rates would become effective, whereas in actuality mar items would return to the 

Deo t Ss ‘ 1\ 1!) ! showing in! e detail the effect on United 
S riff rates " rawal fror GATTI 
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the authority had been fully exercised: and what effect the lowest permissible 
rate would have on imports and the dollar earnings of the countries concerned. 

Actually, a limit of 50 percent or any other uniform percentage is arbitrary 
and bears only an accidental relationship to tariff needs in particular cases. For 
example, a 50 percent reduction in a rate which is very high might have little if 
any effect 

Unfortunately, data of the kind needed for a true picture of the remaining 
tariff-reduction authority is not available, and resort must be had to averages, 


which are presented below for whatever they may be worth Averages do not 
ive an entirely correct picture since many individual rates have been reduced 
more than the average rate has been 

The trade agreements legislation limits tariff changes to 50 percent of the 
rates in effect on January 1, 1945. Less than one-half of the reduction authority 
remained unexXercised on August 1, 1951 The rates on that date represented a 
reduction of 27 percent from those in effect on January 1, 1945 Che reductior 
In ave ge I Ss fol ach tart schedule may be seen Trom the tabte be 
The serious i iry concept 

In addition to the 50 percent limitation on tariff reduction, the present trade 
agreements legislation contains provisions to insure that tariff reduction is car 
ried out on a selective basis in such a way as not to injure seriously any do- 
mestie ind r These limitations on the President’s authority are contained 
in a peril-point amendment which requires Tariff Commission investigation of all 
con e th \ ind in an « ‘ ise pl wl per 

{ I Presid t PP I ( t i on f thie Larill ¢ S ( with 
d iw or! odif 1 concessi el { has one into ¢ffect 
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The pe ril-point amendment 

The peril-point amendment requires that the Tariff Commission report to the 
President its views on the depth to which new concessions might be made 
without causing or threatening serious injury to the domestie industry produc 


ing like or directly competitive articles.“ If the President grants a concession 
32 Sec. 3, Trade Agreements Extension Act of 1951, Public Law 50, 82d Cong rhe 


amendment also provides for consideration by the Commission whether increases ir ci 
ing rates are necessary to avoid serious injury, and if so, the minimum increases required 
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concerns involved. Although no one factor has been the basis of the decision by 
the Commission, considerable emphasis was placed on an increase in the share 
of the market supplied by imports The “share doctrine’ was especially im- 
portant in the report on watches. In rejecting the Tariff Commission’s recom- 


mendations, the President said 








One vy well ask how, in this situation, three Commissioners found serious 
il The answet! is te e almost entirely in the significance which they 
if d the fact that the expansion of domestic jeweled watch production has 
not kept pace with expansion of imports, so that the industry today enjoys a 
s er share of the larger market. Because of the dangerous precedent which 
W | be involved in accepting this share doctrine as the determinant of serious 
injury, I should like to emp! e its tar-reaching implications Serious injury, 
by any defi on, means a ss to someone Declining roduction, lower em 
ploy nt, Wel iges, lower returns or losses in capital invested—any of these 
thir gl licate some degree of i uy But the share doctrine goes much 
furt! In fact, it finds that serio injury exists when the domestic industry 
fa n something it never had, even though the industry may be prospering 
by : f th istomary standards of levels of production, profits, wages and 
em] mt 

i rade Agreeme! \ 1951 directs the riff Commission to take into 

msit tion without excluding other factors, information on “‘a downward trend 

Ee luction, employment, prices, profits, or wages in the domestic industry 
concerned, or a decline in sales, an increase in imports, either actual or relative 
0 ¢ production, a higher or growing inventory, or a decline in the propor- 
tion of the domestic market supplied by domestic producers” (sec. T (b)). 

In determining whether or t a domestic industry has suffered injury, 
the Tariff Commission has considered primarily the present pattern of domestic 
production. Relatively little assessment has been made of the problems in 
shifting productive facilities to other industries or even to other products 
already produced by those claiming injury. 


Many foreign countries have been greatly worried by the increasing restric- 
tions on their exports to the d a arising out of actual or threatened 
‘s. Some of them have already taken 
to the United States. At the recent 
‘s to the General Agreement on Tariffs 
and Trade, Turkey secured ag on increased duties on several United 
States products, while Greece requested new concessions from the United States 
( mpensate for the loss of the tariff reduction on dried figs.“. While the 
escape clause has, of course, been included in agreements with the consent of 
the other parties, their concern arises over the manner in which it has been 
interpreted and the extent to which it may be used 


rhese foreign reactions to United States escape-cl 


action to withdraw concessions g 


seventh session of tl contractil 





ause actions provide some 
indication of the problems involved in a policy of tariff reduction which is 
limited by the concept of serious injury, as that concept is often interpreted. It 
may be expected that this concept as embodied in the peril-point procedure and 
the Tariff Commission's interpretation of the escape clause will restrict the 
number and the effectiveness of new trade agreements. New concessions will 
be very cautiously gran 





ted under the peril-point restrictions, and a broad inter- 


pretation of the escape clause will create uncertainty as to their lasting effect 





Re lationship of agricultural policy to trade policy 

If the decision of Congress should be that American interests are best served 
by a continued adherence to GATT and the adoption of other measures to promote 
trade, consideration should be given to such highly relevant matters as repeal 











4 Letter fr hton, August 14 
195 Less e! ssion in its later 
rej t qc Tt 

7 Cf. Depa 
Ita nG 
United States 
April 16 8 
Depa ‘ f 1 £0. 1952; and : 
M 9 952 after the United States 


ise action on Fur Felt 
ntracting parties to the 





nt on Tari I ipon n I ) he Czechoslovakian Gov 
For the views of this international group. cf. Report of the Intersessional Work 
i the t of ( che vakia conce ing the withdrawal by the United 
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of the Buy American Act, the simplification of customs procedures, the repeal 
of section 104 of the Defense Production Act, and the relationship between ou 
agricultural policy and trade policy 








In consequence of ou present agricultul Mlievy, quantitative restrictions 
are applied to imports of various agricultural products despite the importance 
of our agricultural exports \ further result of this policy is the need for 
subsidizing exports 

“The group of programs that constitute what may be called agricultural price 
programs has required the insulation of do tic markets from the im 
alternative sources of supp rhese prog s hi driven a wedge between 
domestic and foreign prices of the same product The have operated « the 
premise that the way to improve the neome f the A n f eT t e 
prices No one nation by itself, with only minor exceptions, ¢: f a ke 
the act ns req ed tf 11s { pr i i au n world 1 I 
To dos is e United S ( ried with tol the ale es, it 
ncreased produ n in o nd the s of a large share o é 
export marke Co ! ‘ \ ! ! 

1 price prog m) sepa ‘ I i 
Wn ed is t i pores x | | I Of 

| | ese! ] il cCLu0n hat 1 ao po! \ 
po } ( } ble | ( 1)T 
s one t j ‘ ed id et] 

I t utle ] eve ] S B events ir 
ste} wo f ‘ 

los ot ¢ port i I ( or 

( t p D. G J frade and A 

| r the rad \ Ss ky ! \c | , 
it v4 n conn ( he ! c © erseds lic vy 
of our intern ! Freel 

i. I’ »N 

1 er pres t «4 lil ( | I 
oul ry, al 1 l | a 

LOT set i 

Bee e the 1 ted S ‘ 
world, it can be ! ed 
production req i ( ( e ¢ I 
mater s whi d be ne ‘ 
needed to build up and n t ( ! While 
plete self-sufficiency is, of course, a rene e goa ! ! 
policy should a at as high a degre yy \ t 
tariff policy is sometimes adve ted as a me 

There are three questions to be answered ‘ Su I 
thing approaching self-sufficiency attainable for the I ed State f today « f 


tomorrow? What would be the cost of becon self-suflicic possible 





Is a protective tariff an effective means of il mit | a 
Greater self-s ficiency asa goal 

TI ted ite ir fro ( fficient 1 dily } I ] 
so cause ) this tre | I l ) | ely ie I ( the re 
of the policymaker. They are the growth of population, the ever-increasing pe 
capita consumption of commoditie nad the Seg depletion of ¢ 
resourse At present, the United St ‘ ount fo oO } ‘ t re 
world consumptio of materi: thr ht Natior ( nts or thar 
10 percent of the free work pol tion and S per t of S I “are Lie 


Materials Policy Comm on mari e present A an pos n as 


Lolliows 
“By the midpoint « the 2Oth t v we |] l entered an era of ne re 
ships between our needs and re rees; oul ! Co my had not rely 
frown up to its resource Dase, but in many mport t espects } ad « ' 
*8T) Gale Johns Trad 1A A § 1 I t I I 
& S New Y 1 pp. 28-2! 
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fre} 1 eas at redu { ’ o WV" 1 he we eniy their 
en omies by reducing tl b ! ds e same til hat we w » 
itting off « omic assistance he psveholog effi ht be equa cece 
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tinued economic assistance would be diminished and the urden of foreign aid 
? so Tar as the taxpayer is concerned would he elieved 
These are theoretical extremes As a practical matter, tariffl reductic could 
not be substituted overnight for foreign aid, nor would it alone close the dollar 
gap. Trade would not respond instantaneously to the removal of tariff barriers 


The practical question is whether to adhere to a low tariff policy in consonance 





with othe measure designed te ncerease the flow of dollars into the world 
economy. These other measures include those touched upon in other sections 
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of this report as well as the removal of obstacles to private foreign investments 
and the increased use of offshore procurement Under such a policy, the tax- 
payer’s load would be lightened, but one sector of American production would 
have to face increased foreign competition. 
Trade policy and free world unity 

One of the considerations advanced in regard to the trade policy the United 
States ought to pursue is its effect on free world strength and unity. 

In the face of the Soviet threat, the United States has sought to unify and 


strengthen the free world through defensive alliances and through military and 


economic aid. Restrictions by free world countries on imports from the others 
create weakness and disunity Stalin himself has commented on this source of 


weakness, as follows: 
rhe most important result of the Second World War 


in its economic conse- 
1 united, all-embracing werld 











que! S e consid i e ad vration ot I 1 
I | rhis rcumstance determined further the deepening of the general 
cris f the « ipitaist system.” 
+ + * *K * Ba * 
t f x ] pl ere of ippl ‘ation of the forces of the 
‘ es tf t} world resources will not expand but will con- 
1 t litions of the \ ! ket of sale for these countries will grow 
‘ r] s in ese countries will increase. In this, 
p I j her S deepe! of ti ene S i he orld 
adi y t 
J | ( it has an efte n free W luni 
nad he | e Ur 1 St { S espe | Sigl int 
] 1 ( I S ( } mn ol lers ] ind ¢ I mic 1 
pol t . 
Ii. 7 me 1 y » THE De Ic Ect MY 
lhe ( f de 7 ‘ ) ol sé rit S f \ tl importar but 
ean ft] t effe ( f hn be ignores UO 
the I y. if a my e st weakened rity and t [ 
the hole free w d w l be « nvered 
Compet tion from low-paid labor abroad 
The fear is often expr ed that the competition of imports from countries 
with wage scales and living standards below, and often far below, our own will 
undermine American living standards There are instances in which a foreign 
product is offered price with which the American-made product cannot com 
pete because of t! ow-paid labor used by the foreign producer. But the as 
Sumption that such a situation is a general one directly affecting all or a major 


part of the American people would be far from warranted 

Actually the price at which a product can be offered for sale is dependent on 
many factors besides the w per hour received by the workers. For example, 
the foreign producer may have advantages of superior access to particular raw 
materials or a climatic suitability for production of the commodity. So far as 
concerned, it is the wage per unit of output rather than the wage 
per unit of time which is important. To illustrate: Wages in Egyptian textile 
mills are from one-third to one-half of the corresponding wages in the United 
Kingdol abor costs in the textile industry are three times higher in Egypt than 
in the United Kingdon 








eosts are 


Differences in wage per unit of output reflect living and working conditions, 


including the amount of machinery th which a worker is equipped. Conse- 
quently, much American labor is comp ratively “cheap” in terms of its output, 
though it may be highly paid. Our export industries, in which wages are at least 
as high as in other industries, not only compete in the American market but sur- 
u nt trade barriers abroad and sell their products in foreign markets, 

The greater productivity of American labor, and the consequent lower unit 
cost, is most striking in our large mass-production industries in which the capi- 
tal outlay is very ree High pr l ty ibor in the United States is not, 
howeve confined to large mass-production units, a fact that has been shown 

1 Bx s f Stalin’s S t Policy on Soviet Ee or nd on World Affairs 
as } 1 t i } Oo ed in New \Y k T s, October 4. 1952 
: Nat al Bank a [7 »~B etin, October 1948 and December 1949 Quoted 
in United Nations, Review of | mie Conditions in the Middle East (1951, IT, C. 38) 
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by studies of comparative outputs rker in the United States and fl 
United Kingdon Studies of this su t show that among the reasons for the 
generally greater output of American orkers are technologica mproveme $ 
and mechanization, better organization and inagement, ed itic trainir nd 
health of workers, shift of workers to activities it hich their productivity is 
creater, and the psychological attitud f orke ork fast because the 
want to.” 

In considerin the Ol © ive Nos on of .' erica rere l weount n t 
ilso be taken of suc factors as foreign transports st S e preference nd 
proximity to the market 
The interests adversely a ] mports 

How large a group Alnerican produce is adverse afte d by iports at 
a particular time innot be precisely ete ned hout ‘ lv «¢ the 
firms and products concerned Certain figures can be adduced, how ‘ tos WV 
the general order of magnitude 

That this group of producers represe inder present conditions ¢ i 
fraction of total American production is suge by the ct ti our curt 
S11 1 ion impo olum su small f1 on of our total national proc t. 
This figure for imports is about 4 percel ot our national income \ cl 1] 

mounted to $277.55 billion Imports of dutiable duct ere equivalel 
1939 to only 7 percent of An in prod ion of such commodities Wh 
necount is taken T tine ire } nau ria SOC I the cono people ¢ 
gaged in trade, professions, transportation, and the ke he number of people 
adversely affected by foreign colipetition becomes a very small fraction of the 
total population 

rh dea that competi hn frou heap foreign labor, or foreign yy n 
based 1 any her factor, is und nining the living siandards of the American 
people seem thie Pot 1 serious exageeratl to say the leas On the other 
hand, the number of people direct iffected does not tell the wh ¢ Vy si 
he difficu s of al seginent of our economy affect to some extent the res i 
the economy 
The consumer tnterests 

The interests favorably affected by imports include consumer and export in 
terests, as well as the taxpayer interest referred to in a preceding secti Ame 
ican manufactured products which utilize foreign materials in their production 
include a large and diverse group of commodities. The list continues to grow as 
the scope of American production is continually enlarged. The bulk of our il 
ports is used in the production of such goods. Some of the imported ingredient 
such as tin, are not obtainable in this country; others are obtainable in the 
required amount only at higher cost Between 1940 and 1946, for example, the 
total wool duty bill came to 75 percent of the total value of all domestic wool 
grown in this period Not all cases are so striking, but in any case the higher 
cost of the ingredients of American production is magnified eral times over 
before the finished product reaches the consume! 

See tabl n comparati utputs per worker, British and American, and other ate 
rial on this subject, compiled by L. Rostas, “Industrial Production, Product nl Li 
tribution in Britain, Germar and United States, 1935-87, Eco J 
April 1945, p. 46 On the question of Comparative productivity, see MacDou Gc. A 
British and Ame in Exports \ Study Suggested by the Theory of Comparative Costs.” 
Economic Journal, December 1951 and September 1952 See also, G. Deutsc!l ‘British 
versus American Productivity.”” The Conference Board Business Record, November 17 
See also I t States Department Commerce, National Income, 1951 edition, a supy 
ment to the Survey of Current sines p. 2 
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to other lines of production, leaving the market in the United States for the 
particular products under consideration to foreign producers, surely does violence 
to the intent of Congress.” ™ 

On the other side of this question, there is recognition of the need for adjust- 
ment and concern for the way in which such adjustment can be most painlessly be 
effected. The publishers of Business Week have commented on this problem 
as follows: 

“At the same time, it must be recognized that certain American industries and 
their capacity to maintain employment will be hurt by increased imports. Hence 
it becomes critically important for the United States to formulate a national pro- 
gram designed to help these industries and communities take up the shock. 

“There is no neat and simple prescription by which this can be done, but several 
possibilities have been suggested. One on which there is general agreement 
is that tariff reductions should be gradual. To cushion their impact, the Govy- 
ernment might well give preference on defense orders to industries and areas 
adversely affected by an increased volume of imports. Direct assistance to 
workers and companies in shifting to different lines of business may be worth 
consideration. 

“These are by no means all the possibilities. They may not even be the best. 
But they do serve to suggest the necessity for flexibility and imagination in 
dealing with the growing crisis in trade relations. Our ingenuity in developing 
new ideas to meet this crisis may well be a decisive factor in our effort to weld 
free nations into a strong and durable alliance.” © 


IV. LEGISLATIVE AND ADMINISTRATIVE QUESTIONS 


Apart from consideration of the Buy American legislation, simplification of 


customs procedures, the status of GATT, section 104 of the Defense Production 
Act, problems in the relationship of agricultural and trade policy, and the peril- 
point provision, the following basic questions will doubtless be considered by 
Congress in the course of any thorough reexamination of trade policy. 
Meaning of serious injury 

The difficulty with the trade-agreements law as it now stands is that the mean- 
ing of serious injury is subject to such divergent interpretations that widely dif- 
ferent policies can result. The split recommendations of the Tariff Commis- 
sion under the escape clause illustrate this fact. 

It would be difficult for Congress to lay down a complete set of specifications 
for the guidance of those concerned, but it could lay down a principle on the basis 
of which particular situations should be examined. The principle for congres- 
sional determination is whether serious injury means any disturbance of exist- 
ing production, or whether it means that tariff decisions should not result in so 
rapid a shift of productive effort as to involve unavoidable capital losses and 
unemployment. 

Only by clarifying the serious injury concept to this extent can a congressional 
intent be established which can be intelligently administered. 

The question of delegated authority 

The trade agreements legislation authorizes the President to enter into recip- 
rocal-trade agreements with other countries and to proclaim modifications in 
tariffs or other import restrictions necessary to Carry out these agreements. The 
most important checks on this power are the limitations on the depth of the duty) 
reduction contained in the peril-point, escape-clause, and 50 percent provisions, 
and the procedure for automatic termination of the authority after a specified 
period of time. 

Objections to the legislation have been made on political, legal, and economic 
grounds. In the early years of the trade-agreements program, the question of 
the constitutionality of the authority delegated to the President was an especially 
controversial issue. The minority report of the Committee on Ways and Means 
of the House of Representatives as late as 1940, for example, argued that: 

“The act in its present form involves an unconstitutional delegation to the 
executive branch of the tariffmaking and treatymaking powers of Congress, and 


1’. S. Trade Commission, Glace Cherries, dissenting statement of Commissioners Br 
sard and Gregg, pp. 19-20 
MeGraw-Hill Publishing Co Inc Business Week, Aid or Trade, A Crisis Ahead 
August 16, 1952, pp. 152-1538 
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as subjecting Members of Congress to a much greater crossfire of pressures than 
under the present law and may be objected to on this ground. 


Unilateral tariff action 

In view of the important bearing of tariff policy on our domestic economy and 
our foreign relations, consideration might be given to authorizing unilateral 
changes, independently of trade agreements, subject to the congressional veto 
procedure. There may, however, be constitutional questions here that do not 
arise, at least in the same degree, in the case of the application of the veto pro- 
cedure to trade agreements. 
Administration of foreign economic policy 

The problem of coordinating the vast range of interests and activities with 
which the executive branch must concern itself is as important as eliminating un- 
necessary confusion of purpose between the executive and legislative branches. 

Kach executive department or agency has its own special sphere of responsi- 
bility and cannot avoid taking a somewhat biased view of its own importance. 
To the extent that it can take independent action, or manage to influence policy 
decisions, the action taken will reflect this bias. If the total national interest 
is to be effectively served, these conflicts must be reconciled, or where reconcilia- 
tion is not wholly possible, emphasis must be placed where it is due. 


The “single agency” idea 


Despite steps taken to coordinate activities within the executive branch, it 





seems to be generally believed that there is much room for improvement. From 
time to time, proposals have been made te deal with the problem by merging 
into one agency all or a major part « he administration of our foreign economic 
poli Vhis would, indeed, coordinate in a thoroughgoing way the activities of 
the various agencies concerns But it could create a serious lack of coordination 
between the econ e and so-called political aspects of our foreign policy. Ac 
cording he New York 7 é proponents he single-agency idea—in and 
out of government—still insist it is the surest way to prevent dilution and delay 
of eco! e foreign programs | the heads of politic desks in the State De 
partment.” ™” This statement begs the question whether such “dilution and delay’ 
may sometimes be desirable. It implies that broader question of foreign rela- 
tions re troublesome to the agency absorbed in foreign economic programs 
ind that the way to deal with troublesome questions is to ignore them 


Nor can we separate domestic economic problems from foreign economic prob- 
’ political prob- 
lems. Such separation could involve even more serious problems of coordination 
than we now have and might also be costly in terms of duplication of personnel. 
Problems of domestic and foreign economic policy are so closely interrelated 
that they cannot be considered separately. For example, in the field of agricul- 
ture, domestic and international problems are simply different aspects of the 
agricultural policy problem as a whole. If the international aspects were cut off 
and put in a separate agency, it would mean more coordination in our foreign 
economic policy but less coordination between our domestic and foreign economic 
policies, which could be a heavy net loss to the cause of coordination. 

From the standpoint of economical administration, a “single agency” could 
hardly deprive existing agencies of the commodity experts needed to carry out 
their domestic responsibilities and who are now used on the international trude 
aspects as occasion, such as trade agreement negotiations, may arise. There 
would be the ever-present danger of the new “single agency” building up a staff 


experts of its own and unnecessarily duplicating personnel in 


lems any more realistically than we can separate economic from 


of commodi 
other agencies. 





Coordination by committee 

A method of coordination now extensively used in the Government is the inter- 
agency committee. In some cases such committees have worked well, a notable 
example being the Trade Agreements Committee which formulates and negotiates 


” Article by Felix Belair. Jr., New York Times, Noy. 28, 1952 
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trade agreements under the Trade Agreements Act.” The success of this com 
mittee is largely due to the definable scope of its activities, which affords a ready 
test as to what matters any agency must clear through the committee 

In the broader fields of economic foreign policy covered by the Interdepart 
mental Executive Committee on Economic Foreign Policy, coordination has been 
less effective This has been due to the general propensity of each agency t 
go its own way so far as possible, which is facilitated by the absence of a precise 
test as to what should and what need not be a matter for committee attention. 


A coordinating versus a single operating agence 
J 7 I gag J 


Coordination of our foreign economic policy might be greatly improved through 
a coordinating agency headed by a carefully selected official app ed c 
President and responsible directly to him He would have a small ! h-quality 





} 


staff which would likewise owe allegiance to no existing agency. This offi 
would operate through an interagency commttes 





all agencies substantially concerned with economi n 
and his staff, unlike the representatives of the would ote 
full time to the Committee’s work The Exec Econ ec For 





eign Policy might be revived and reorganized for I an, 
however, would be the White House appointee rather than the representative of 
the State Department. The tendency to bypass the committee would be reduced 
by the mere fact that one ‘ney is not required to clear its proposals through 
a commitee headed by a “rival” agency, having (in its opinion) preoecupations 
no more important than its own. 

White House clearance of trade agreements formulated by the Tr 
ments Committee, or determination of injury under the escape clause, or , 
other matter of foreign economic policy on which the President must act, would 
be screened through such a committee. Any action contemplated by any agen 
would be placed on the Committee's agenda by that agency or, when that failed 
to happen, at the request of the Chairman, or of any other agency that consideres 
its responsibilities affected. 

Che success of the Committee would largely depend on the caliber and efi 
tiveness of the Chairman and the secretariat 

The basic jectives of any plan for reorganizing the administration of our 











economic foreign policy would appear to be, first, a more effective e of exist- 
ing personnel and avoidance of unnecessary expansion, and, second, practical 
application of the principle that our international trade policy has ma facets 


and cannot serve the Nation's interest if approached compartmentally 


APPENDIXES 


I. Buy American Legislation 
II. Percentage Distribution of United States Exports and Imports by Economi¢ 
Classes, 1820-1950. 
III, Extent to Which Authority To Reduce Rates of Duty Had Been Exercised 
by 1945. 














1 Sec. 4 of the Trade Agreements Extension Act of 1951 contains requirements on public 
notice, hearings, and requires the President to seek the advice of the Departments of St 
Agriculture, Commerce, and Defense [The membership of the Trade Agree its ¢ 
mittee has been established by Executive order to include a Commissioner of the U. S. 1 fT 
Commission and persons chosen by the heads of the following agencies: State, Agr 1 ‘ 
Treasury, Defense, Commerce, Labor, I rr. and Mutual Security Adn tratior I h 
member of the TAC represents the views of his agency with the exceptior f the Tariff 
Commissioner, who represents himself. The Committee for Reciproci rm (CRI 
which hears the views of all interested parties before trade agree re f 
consists of the same membership as TAC, except that the Tariff Commissions t ‘ 
chairman The State Department representative cts as chairmar f the Tra \ 
ments Committes Executive Order 10082, Oct. 5, 1949 s amended by I oO r 
10170, Oct, 12, 1840 

The Executive Commitee on Economic I ign vas r 
April 18, 1944. pursuant to letters sent to the heads « nd age 1 
by Pr lent Roosevelt The President's letter t ite Hull, da 5 





1944, 1 


ments of State, Tr 


d the following agencies for permanent re] 


asury, Agriculture, Commerce, an¢ 





the Foreign Economic Administration The funct ‘ 1 r 
was “* * * to examine problems and developments i I f 
the United States and to formulate recommendations in regard thereto fr tl 

tion of the Secretary of State, and, in appropriate cases, of the President I) 

of Stae, Postwar Foreign Policy Preparation, 1939-45, Washington, D. C., 195 18 
219 For further discussion of the activities ef the ECEFP, see Brookings Ins 
Administration of Foreign Affairs and Overseas Operations, Washingto D. ¢ 19 


pp. 105-106 and 332-334 
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were substantially higher than the bids submitted the Army for the same type 


A later order for 1,300 microscopes was split between Galileo, of Milan, and 
an American company In this case the Italian bid, after the addition of sub- 


ntial tariff, was not low enough to absorb the full amount of the 25-percent 
differs Che Italian bid was, however, much lower than the domestic bid. 
The difference between the two was about $80,000. The domestic firm in- 


sisted that the award should go to it because its bid was not more than 25 percent 


The Italian protest 





rhe Galileo case was referred to in a memorandum on the repercussions in 
Italy of United States import restrictions on January 15,1952. The Buy America 
Act, said the Italian me has become alte r obsolete and anachronistic 
under the conditions of ful mployment which have prevailed in the United 
States during the past 10 years.” “ It stated further that 

Because of these difliculties It s losing important opportunities of work 


and the means of earning the much-needed dollars for her purchases in the 
United States, and the Italian industry in prevented from helping to relieve the 
shortages being encountered in the defense production.” 

In it eply to the Italian Government, the Department of State recognized 
the need for a reexamination of the Buy American policy in the context of present 


conditions.” 


Effect of Buy {merican legislat n 


The cost of Government procurement, which has increased greatly because of 
military programs, has been raised considerably by legislative requirements for 
a estic preference. While there has been considerable concern over wasteful 
Government spending practices, these legislative requirements have not been 
relaxed and, on the contrary, have been intensified. The nature of the restric- 
tions is such that the extent of excessive spending is not visible to the public. 
The restrictions have discouraged foreign companies from submitting any bid 


at all so that the domestic and foreign prices for each contract cannot be com- 


} } 


American legislation, which is an obstacle additional to the 


tariff, limits the entry of foreign products into this country and thus results in 
less price competition than would normally oceur. Even when foreign firms do 
sul t bids which amount to less than that of the lowest domestic bidder, they 


frequently lose the contract because of the difliculty in underbidding by as much 
as 25 percent. 

The Buy American restrictions increase Government spending by compelling 
agencies to pay premium prices. To the extent that the Buy American legisla- 
tir prevents foreign countries from selling their products in the American 
market, it aggravates the dollar deficit problem. 








[ S ite Select Commit Small Business has bee ecially interested in the 
I U. S. ¢ ‘ Senat Annual Report of the Select Committee on 
S I Ss 2d Cong.. : s., Rept. No. 1068, p. 10 
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APPpENDIx II.—Percentage distribution of United States erports and imports by 


economic Classes, 1820-1950 
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APPENDIx VI Emploument attributable to United States erports. 1 ) 
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APPENDIx VIII Partial list of United States tariff rates over 60 percent ad 
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APPENDIX IX United States imports for consumption ee and dut 
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Mr. Javirs. Thank you, Mr. Campbell. 

Mr. Campbell, referring to page 3 of your statement with regard 
to restrictive barriers to multilateral trade, does your organization 
favor the 1 peal of section 104, of the Defense Production Act? 

Mr. Camprsetu. The policy declaration on restrictive practices does 
not deal with specifics but rather is in favor of a minimum of restric- 
tions. As to section 104 the chamber has written to the chairmen of 
the respective committees of Congress asking for elimination of sec- 
tion 104, pursuant to present policy as well as pursuant to a resolu- 
tion of the Canada-United States Committee. 

With regard to section 104 there are othe legislative remedies 
available, namely, the esi ape ¢ lause or section 22 of the AAA, to deal 
with any injury that may have been incurred. 

That 1s the point we made In our correspol dence. 

Mr. Javits. At page } you state that the chamber believes that 
the counsel of United States business should be sought in making 
treaties of commerce, navigation, and friendship. Is that done at 
all now and 1f soto what extent ¢ 

Mr. Campvecy. I think that it is done, yes. The State Department 
consults with individuals who they know are interested in the prob- 
lems in the various countries and I also know they consult with busi- 
nie organizations or with committees of business organizations. It 
is done on an informal basis and not in a hearing. 

Mr. Javirs. Does the chambe1 have any proposal as to how it should 
be formalized ¢ 

Mr. Campsett. No, I do not think we have at the moment. Not 
that I know of. 

Mr. Javirs. Do you think it would be desirable for the chamber? 

Mr. Campbett. We might think about it, yes. 

Mr. Javirs. For you to tell us how you think it should be for- 
malized ? ; 

Mr. CAMPBELL. Yes. 

Mr. Javirs. I think we would appreciate at least your views. 

Mr. Campse tu. We will make a note of that. 

We have member organizations abroad known as American Cham- 
be rs of (Commerce Abroad and while they do not exist in all coun- 
tries they are located in several countries and they make their views 
known to our United States Government representatives, the Ambas- 
sadors, about the problems they are considering for that particular 
country. 

What you want to know, though, is how to formalize this 
Itation. 

Mr. Javirs. Exactly, if the chamber has any suggestions. They 
would be welcome. , 

I notice at page 7 of your memorandum item 4 says: 


consu 


The use of private capital principally for the development of the under- 
developed areas. 

What troubles me and I think troubles a great many other people is, 
how do you actually get some assurance that private capital will be 
forthcoming and have you any right to cut off our programs until 
you have some such assurance $ 

Mr. Campse.u. I think when we speak here about the use of private 
capital for the development of underdeveloped areas we are thinking 
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of the capital that moves into these areas for the necessary industrial 
development that will follow necessary investments in the public sec 
tor. It is like which comes first. the chicken or the egg. I think it is 
the feeling of our committee and of the chamber that in some instances 
a basic job has to be done, but then following that basic job, private 
industry or private capital should move in and carry on from there. 
Now there is ho way of which I know that vou can cunarantee that 
American business 1s going to lhnvest abroad Phat is the reason 
I think, Mr. Swingle and the other witnesses this morning said, that 
Is Important that the climate be improved so that there is an oppor 
tunity for the American manufacturer and the America vest 
move in. The creation of a favorablk climate onvert iit ot il 


ines and the repatriat on of capital and so forth. is the business of the 


recipient Country and all the United States n really do is tO prea 
this gospel. ‘There must be a better realizatic it capital cant 
be pushed into the recipient country but it n t be at racted l i 
attraction is the profit motive 

Here I might say the tax police the | “tates, of course, 
some effect on this As you will be terested to know, we have a su 
committee of 0 Foreign Commerce Departs ient Commi 
looking into th whole problem of tax centive on the part of thi 
United States. I do not know | w soon their report ll be re 
it will yrobably be sometime 1 summer o} maybe ¢ ivly fall 


' } 1 , 1 : . 1 
Mir. .| \VITS Doe the chambers estimate of So Dillon Tor hh l enl 


1954. in foreien aid assume that a Vv amount ¢ tT trade 
placed any amount of aid ¢ 

Mr. Camppetit. Yes, | would say we would ume that sor re 
tion of that 8d billion would be ye t in offshore pr rement and 
would like to see Imports imneé reased but ou mMmports depend of coul 
toa ovreat extent on the economic activity here nthe | 1 ed State 


l 


whether we have eood times, whether the people are lh a buy hi 


Y mo0d0"”. 
Once vou overcome all these hurdles that the fore on exportel has to 
overcome to enter our ma ket, there is till no enara itee that he vO 


ing to make a go of it. 

Mr. Javits. Well Mr. Campbell, I do not think I made my questior 
quite clear. I see the chamber believes that foreign assistance can be 
held to S85 billion and I ask whether in that figure they have reflected 
any amount of increased trade instead of aid or whether they believe 
that it is impossible in the year 1953-54 to do any replacing of aid wit 
trade. 

Mr. Campsety. Well I do not think I can answer that question cat 
gorically, Mr. Chairman. We feel that the Mutual Security Prog 
may require the spending of approximately 35 billion, but I do not 
think you can say that “trade not aid” can be brought about m 19 

Mr. Javits. It has a long range aspect. 

Mr. CAMPBELL. Yes. 

Mr. Javits. The $5 billion really represents a cut of $1 billion in for 
elon assistance. 

Mr. Camppetn. That is right. Whenthe MSA hearings are held we 
will testify. I am giving you this in advance because it was dete! 
mined in a board meeting. 

Mr. Javirs. Mr. Campbell we are hoping that by the action of this 
and other subcommittees of the Foreign Affairs Committee we can get 


32996—53——_14 
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it ort { i ) tii Mutua ™ t\ \ct so t s - 

very beneficia 
f 0 e you recommend the establishment of a single agency for 
United States Economic Affairs. I gather that is the proposal to in- 
de the foreign economic activity of the various Government depart- 


ents. Commerce, Agriculture, and so on 4 
Mr. Campsentt. Yes. | would say this: We think that is open to 
evotiatiol We have not thought that out in detail. What we had 


mind primarily is that the MSA, the Technical Cooperation Admin 

ition should be consolidated—I do not know whether we would 

ce to put everything the Department of Commerce dealing with 

T hie lore a} EKceonomi field inte a ney wenhcy How would they dis- 

seminate information throughout the country? Do vou want to set 
ipa Olt ew series f offices around the country / 

iy e Wol e to start with some of those that are now 

Sc) red a ttle bit I) ome of the old-ling vot eS | think you 

ive to look into t it pretty irefully 


Mr. Javirs. Would you see f the chamber is able to br ne us a 
cogent recommendation on that subject, as to yust what kind of an 
wel Vv it should be and what should be included ? 

Mir. Camppnet.. We will try to do that. 

Mi J \VITS | note also t rat VOU recomiMnie dd eertan basie Tex hn il 


} 


e which you feel cannot come from business, in the field of 


~p by] health. sanitation, publie administration, and policy. 
Now, Mr. Campbell, don’t you believe that technical assistance 
0 wl h benefit pub healt] eed to be supported by pro 
or to enable standards of Ving to improve 


grams 

Wi it do vou thin 

Mr. Camprery. I have not visited any of these countries where the 
T( \ n operat on. That might be a normal result. but | do not 
think we have had the program 1n operation sufficiently long to reach 


that sweeping conclusion. 


k about that? 


Mr. Javirs. Can you tell us whether the chamber of commerce is 
satisfied with the extent to which American business is cooperating 
directly in the technical assistance program or whether it believes it 
cal e increased and if so, how ¢ 

Mr. Camrrety. I gather from people I have talked to in private 
business that they have been asked for their views or have been pulled 
Into col sultation, they have always been willing to do whatever they 
could to be helpful. | can rec ill 1 or 2 mnstances where the technical 
assistance program, or TCA, did some things without first consulting 
American businesses and if they had done so, perhaps they would not 
have undertaken the particular project and done it the way they did. 

I was not in on any of those deals. I am sure the American manu- 
facturers in question made their views very strongly known to the 
people who were involved 

Mr. Javirs. Is the chamber of commerce prepared to make any 
recomme! dations on how Ame rican business eal make the techni ral 
assistance program function better or more effeectively ? 

Mr. Camrppetyi. At the moment we are not. 

Mr. Javrrs. Would vou consider that ? 

Mr. Camepseti. We might sav something at a future time 


/ 


Mr. Javits. It is my deep col viction that this is a great oppor- 
: 1 1 j 


tunity 1f the tech il a tanee program could get the full aid of 





FOREIGN ECONOMIC POLICY 205 


American business, the program could be made enormously more fruit- 
ful without the Government spending more money and perhaps a 
great deal less. 

I might say too, that I share thoroughly your conviction that the 
development of the underdeveloped areas 1s | robably the key to the 
success of American foreign policy in the next 5 vears, laying aside 
the question ot keeping us out of a major war. 

Just one other question : 

Has the chamber done a ythn o” about what American business 


can do on its own to eather stockpiles otf industi al raw materials, 


just like the Government is gathering them for strategic purposes ¢ 
Llave you given that al \ consideration 4 

Mr. Campreti. We have a policy statement on stockpiling. I did 
not mention it here. This policy deals with Government sto kp ng 
however. 

Mr. Javits. Do we have that any where ? 

Mr. Makena. The chamber’s position on stockpiling refers mainly 
to the Government stockpiling as such. They say that it should be done 
to the extent the Government feels necessary but it should not be a 
method whereby the Government will buy or sell to influence prices. 
I mean it should be strictly stockpiling for national security purposes. 

Insofar as your specific question 1s concerned as to whether industry 
itself has done ai \ Tor kpil hy ol should do any stockpiling, the ( un 
ber has not explored that question officially. We have no pol cy on 
this although some of the members have wondered about that. 


Mr. JAVITS. It It woul | hot burden the chambe too much | Wol ld 


hope very much that it could look into that rather important qui Ol 
because it is directly connected with the development of the 
developed areas Ina tang ble Way. 

Phat k you very much Mr. ( unpbell, vou have hee] very niol } 


tive. 

Mr. Battle 

Mr. Barrir. Mr. Chairman, I think you have covered the wate 
front pretty well. I do not really have any additional questions. — I 
would just like to thank Mr. Campbell, Mr. MeIntyre, Mr. Radcliffe, 
and Mr. Swinele for their valuable testimony this morning. It 
helpful to have discussions like this. 

Mr. Javirs. Thank you very much, Mr. Campbell. We appreciate 
your appearance and I think it will contribute to our work. 

Mr. Camppetn. I hope you will both take time to read the pamphilet 
on international policy issues. 

Mr. Javirs. We undoubtedly will. 

May the record show that at the request of the Committee for Eco 
nomic Development, I submit a letter addressed to me and a sum) ry 
enclosure from the committee. 

(The document referred to follows:) 


COMMITTEE FOR ECONOMIC DEVELOPMI 


Hon. Jacorn K. JAvirs 
United States House of Re presentatives, 
Washington 25. D. ¢ 
DEAR Cone SSMEN JAVITS: I am writing i! 
from Mr. Sheldon Kaplan of yout office, that CED present a statement b 
mn Economic Po 


House Foreigi \if rs Committee Subcommittee ¢ 


you are chairman 


response to a request 
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CED is now engaged in a study of foreign economic policy of the United States 
Unfortunately, however, this study has not yet been completed and the commit- 


\ 


tee has not vet formulated its conclusions in this field. Hence we are not in a 
posit to present a statement before your subcommittee at the present time. 

I however, enclosing copies of two recent CED policy statements which I 
tl might be of interest to your committee, The Threat to Our National Se- 


eurit issued in September 1952, and Britain’s Economic Problem and Its Mean- 
(America, issued in March 1953. We shall be pleased to have these placed 





j e records of the subcommittee if you so desire. 
It will probably be another year before our research in this field is com 
! 1 Wesha 1 be very h py to make our findings available to you immediate 
ly pon their completior 
sincerely yours 
: FRAZAR B. WILDE 
Chairman, Research and Policy Committee. 
Tur TH OT NAT AL SECT ry 
Hig ¢ eme 1 sued he Researel nd Policy 
( ( ttee f Keonomic Development 
| irv gives the 1 np s of The Threat to Our Na al Security, a 
} } ed epte er 20, 1952, by the St and 
the ¢ for Economic Deve ent Kull text of the 
e f CED. 444 Madison Ave New York 
Chkp I protit, nony 1 organization of USINESSIN¢ ind educators 
| ‘ el ! ( ind eniu gh produ 1 
‘ t wit! the framework of a Tree society 
nent is a essed to three principal groups of questions 
VW s e1 e of the external threat to American security and 
e st tv of the free world as a whole, and how serious is it? 
~) What should be the broad goals and the more immediate objectives 
of our foreign and military policies? 
What mea political, economic, military, and psychological—can 
| we use at home and abroad in order to meet the threat and move 
thes. objc res" 
Our purpose here is not to try to answer these difficult question It is rather 
ti f how to tl k abo hen 
HE Si Y PROBLEM’S NATURE AND EXT! 
rhe threat to our security exists because of the expansion of Soviet power in 
the e of war and because of unsettled conditions in many parts of the non 
( nist world which provide temptation and opportunity for further expan 
: a I I p 
W t are the il tions of the Soviet Union and what are its capabilities for 
Cal ! ‘ out What is the willingness and the ability of the non-Communist 
( itr to resist political, military, and other action by the Soviets and their 
ies, and supporters We must also ask to what extent the threat 
1 ou ecu 1 mn il threa a threat of all-out war with the Soviet 
Uni and to what extent a political and economic threat 
s 1e? ons 


Communist doctrine makes clear the final aim of Soviet policy : The triumph of 
world communism, It helps to explain the implacable hostility which the Soviet 
G rnment shows toward other countries, and reveals something of the princi 
ples of Soviet strategy and tactics. But it does not by itself make clear the more 

mediate intentions of Soviet foreign policy, which must be estimated primarily 

n the evidence of past Soviet policy. 

That evidence suggests that Soviet policy is aggressive and expansionist but 
that, so far at least, it has been careful to avoid precipitating a general war with 
the United States. It suggests that the U. S. S. R. will do everything in its 
power short of general war to weaken, confuse, divide, demoralize, and subvert 
f ests that this, rather than all-out war, will be the preferred 
for the next few years. 
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But this estimate of Soviet intentions may be mistaken, and there is the possi- 
bility that war could break out accidentally. In the present divided world, there 
are major risks of all-out war, for which we must be prepared. 

Soviet strength and weaknesses 

1950 estimates place Soviet coal production at 52 percent, crude oil at 14 per- 
cent, steel at 29 percent, copper at 31 percent, electric power at 23 percent, and 
automotive vehicles at 5 percent of our own. Moreover, food production and low 
farm productivity are weak points in the Soviet economy. But the Soviet 
economy, despite the fact that its industrial capacity is much smaller than ours, 
and despite the need to repair war damage, has been able to maintain very large 
military forces and a high level of munitions output, as well as to produce atomic 
weapons. 

The Soviet military effort, with its emphasis on ground forces and tactical 
airpower, appears to have given the Communists a considerable military superi- 
ority in most of Europe and Asia. But this would not necessarily determine the 
outcome of a third world war. In all-out war, we would rely on our greatly 
superior economic potential and our ability to damage Soviet industry and the 
weak and vulnerable transport system of the U. S. S. R. 

The Soviet Union’s ability to maintain large forces in peacetime and to per- 
suade or coerce its satellites and its Chinese allies to do likewise gives Moscow an 
important political weapon with which to intimidate neighboring non-Communist 
countries. Auother major asset of the Soviet Government is its ability to organ- 
ize, direct, and maintain the loyalty of Communist fifth columns abroad. 

But it is easy to exaggerate both the military and the political strength of the 
Soviet Union and the Communist bloc. In the longer run, perhaps, the political 
weaknesses of the Communist world may be the most significant. 

Provided our military preparations are adequate, three conclusions may be 
drawn about the military threat to our security in the next few years 


(1) It does not appear likely that the Soviet Union will deliberately choose 
general war in preference to a more gradual strategy for achieving its aim 
of a world Soviet empire. 

(2) Major risks of general war are nevertheless inherent in the present 
situation of the world 

(3) If total war comes during the next few years, we should be able to 
win it. 


The principal threat to our security 


American foreign policy since World War IT has been centrally concerned with 
an effort to restore the economic health and political stability of that part of 
the Eurasian Continent which is not under Soviet or Communist control. This 
American effort has been a response to a growing recognition of the serious char- 


acter of the economic and political problems of Europe, the Middle East, southeast 
Asia, and Japan. 

If we and our allies build an adequate military defense, the principal threat 
to Ainerican security appears to be that, in the absence of adequate action by the 
United States and its allies, the economic weakness and political instability of 
many non-Communist countries will lead to piece-meal Communist gains and 


periodic crises within the free world, which will undermine its morale and polit 
ical solidarity and isolate the United States. Unless prevented by successful 
policies, positive as well as defensive, this deterioration could lead, after a few 


vears, to a most serious danger of general war, and even to a situation in which 
the Soviets’ relative power had been so augmented by territorial gains or alli- 
ances in Europe and Asia that they could successfully attack the Western 
Hemisphere. 

The threat to our security is thus a continuing, long threat The policies to 
counter it must, similarly, be designed not just for a 2 or 3-year emergency 
but for a long pull. 


GOALS OF UNITED STATES FOREIGN AND MILITARY POLICY 


The goal of American foreign and military policy is a just and stable peace, 
Because of our great strength, much of the responsibility for developing a new 
system of order for the world to replace the old has fallen on the United States, 
Only by coordinated action among gr¢ 
sider each other’s interests in designing their foreign and domestic economie 


mumps of countries, and only if countries con- 








policies, can the major problems of the non-Communist world be overcome, 
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As the ‘ vorking f this new form of world order, America’s positive 
tas] ed es mie res necessary t¢ aintain and increase our own 
‘ ec healt ind te ! r participate n coordinated actions among 

) f countries to helps e their econom ind political problems. Our de 
fe f S stop icipate it dinated actions by 1 Communist countries 
to protect themselves fro c' munist interference, whether in the form of sub 

raggression. We believe it possible to do this without general war, But 
f gene var ¢ ot be ded, we ai oul ies must be in a position to win 
We should ~ eX e De qdaries Tree rld as far as we 

( I eclip iting wal 
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mpecdes er econo ( I Dp tical asst iti ot ‘ n-( munist countries, 

I elief it ! 17 or poin Co ist propaganda 
The present world sitnation therefor kes it even more portant that we keep 
‘ ecol e¢ vnal nd stab nd as far as possible, create confidence 


+} hy y he ’ ’ Che large budget , restrictive measures 
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accompanying the security progra Impose obstacles to stabilitv and econe 
freedom. Unless the world situation deteriorates serious however, we believe 
that sound public policy and responsible private action Can overce e these 


obstac Les 








(1) To deter the Sovie Union f ce M ite I cere Ww 
or taking steps t force us to do 
(2) To prote strategy Vv \ reas ( ( f 
world as possible from ¢ ] t ibvers md 
ocal ed aggression al 
>) To win a general war if ir cannot be a idle 
To achieve the first twe ( lect es ‘ ( bingt 1 ot wp cles require 
First, it is necessary to give clear-cu rantees that the United States w { 
f necessary, to defend strategically vital area Second, it is essential to | 
great power to da ive by strate bombaa el es ‘ lus i} 
n make American i ist! we rel ely } PSS erable 
that of he Sovie Unio | ad l ist crente nad berit I 
tates and ed forces large enough to hold essenti ses jl e. As 
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(3) Can the American economy bear the cost of the present security pro- 
grams?—We believe that, if expenditures of the magnitude now planned are nec- 
essary for our reasonable security, the national economy can bear them. We do 
not believe that security programs of the size now contemplated will necessarily 

nvolve a serious risk of retarding the Nation’s economic growth. The important 

question remains, however, of whether the American people will be willing to 
accept the economic consequences of the security effort, such as the lesser rate 
of growth of consumption it will involve. 

Nor do we believe that the prospect of large security programs for an in- 
definite period will necessarily make inflation inevitable. We are faced with 
the great danger of successive waves of inflation, with their damaging effects 
on our own and our allies’ economies. But if the danger is understood and a 
determined campaign of anti-inflationary tax, expenditure and credit measures is 
waged to combat it, inflation can be prevented. 

* * * * * * * 


Are the American people now willing to accept the role of leadership which 
history has thrust upon them and the economic, political and moral respon- 
sibilities and burdens which are inseparable from that role? That is the final 
question. We are confident that Americans will prove themselves patient and 
ful in the task of building a just and stable peace. 
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BRITAIN’s ECONOMIC PROBLEM AND ITS MEANING FOR AMERICA 


HIGHLIGHTS OF A STATEMENT ON NATIONAL POLICY ISSUED BY THE RESEARCH AND 
POLICY COMMITTEE OF THE COMMITTEE FOR ECONOMIC DEVELOPMENT 


This summary gives the main points of Britain’s economie problem and its 
meaning for America, a statement on national policy issued February 28, 1953, 
by the research and policy committee of the Committee for Economic Develop 
ment. Full text of the statement is available free from CED, 444 Madison 
Avenue, New York. 

CED is a nonprofit, nonpolitical organization of businessmen and educators. 
Its purpose is to help determine through objective research those economic poli- 
cies that will encourage attainment and maintenance of high production and 
employment within the framework of a free society. 

Britain is our strongest and closest ally. The solution of her economic prob 
lem and the strengthening of the British Commonwealth and the Anglo-American 
partnership have a special importance for the United States and for the whole 
free world. 

Since the war, Britain has had two main economic problems. First, the output 
of the British economy has not been growing fast enough, nor in the right dire 
tions. Second, Britain has been plagued with continuing internal infl: 
these reasons, she has not been able simultaneously to bear the cost of a majo! 
military role in the North Atlantic Treaty Organization, to maintain her position 









in the British Commonwealth, to satisfy the rising economic expectations of her 
people, and to balance her international payments 

The problem is not a temporary one of recovery from the war Although there 
has been considerable recovery, serious strain persists. Earlier reasons for hop 
ing that time plus American aid would eliminate Britain’s economic t ibles are 
no longer convincing It is now clear that an American policy of merely proppil 


up the British economy by continuing aid on the present basis would be s¢ 
defeating. 


A new approach to Britain’s economic problem must be found. This will 
require a reassessment of the causes of the weakness of Britain’s international 
economic position. It will require also the development of measures to deal w h 


these causes. Many of the measures needed are combined United States-United 
Kingdom-Commonwealth measures. 

The policy statement summarized here is offered as a contribution to the under 
standing of Britain’s economic problem, its meaning to America, and the measures 
for dealing with it, as seen through American eyes 


THE PREWAR BACKGROUND OF BRITAIN’S ECONOMIC PROBLEM 


The British economy is extremely dependent on foreign trade. Her early start 
in industrialization and her predominant 
led Britain to become the most industrially specialized nation in history. This 
coupled with her extreme dependence on ever-expanding export markets and on 
obtaining, on favorable terms, increasing foreign supplies of food and raw mate 
rials, made Britain’s economy highly vulnerable to basic changes in her political 
and industrial position. 

The industrialization of other countries, combined with tariff protection, had a 
highly unfavorable effect on the British economy. Britain’s export industries 
became less profitable, more risky, and less attractive to new investment 

These external changes had important internal effects, also unfavorable. Many 
of the adaptations of Pritain’s industrial structure which should have been taking 


commercial position in the 19th century 


place failed to materializ British industry as a whole was unable to adapt 
the changes in world markets. Its adaptability was impaired by the reduced 
incentives for investment in export industries. It was also impaired by the 


inadequate vigor and progressiveness of much of British management, and by 
restrictive industrial and labor practices. 

This combination of adverse developments in British export markets and in 
British industry led to unemployment and industrial stagnation in the 1920's, a 
period in which most other countries were enjoying prosperity 


When chronic depression became acute in 1930, British policy brol 





century-old tradition and started down the road to economic nationalism A 
protective tariff and other trade barriers were established. Policies were adopt 
to stimulate domestic demand and insulate the domestic economy from conditions 
in other countries. This foreshadowed the policies maintained after World 


War II. 
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At present, the holder of sterling in Britain and the rest of the sterling area 
enjoys very limited rights to convert his pounds into dollars, even for current, 
noncapital transactions. These restrictions reflect the sterling area’s shortage 
of dollars relative to the demand of sterling area residents for dollar imports and 
dollar services. Restrictions on the convertibility of sterling can be relaxed only 
as the sterling area’s shortage of dollars is re duced, but we believe that it should 
be an objective of British and American policy to increase current account con- 
vertibility as rapidly as circumstances permit. 

The sterling balances continue to represent a potential threat of more inflation 
in the United Kingdom. If means could be found to fund or to earmark for 
development use a larger part of the balances, the financial position of Britain 
and the sterling area would be materially strengthened. 

There is still another course that may be helpful in correcting the unbalance 
of the sterling area’s international payments: adjustment of the exchange rate 
of the pound. Whether this course may be desirable in the future should be 
determined in the light of the success of the measures we have discussed above. 

It has become increasingly clear over the last 2 or 3 years that the sterling 
area financial arrangements in their present form contribute to inflation and to 
the sterling area’s balance-of-payments troubles. We believe, therefore, that 
present arrangements for consultation about and coordination of economic poli- 
cies among Commonwealth members need strengthening. 


BASIC CONDITIONS OF BRITISH ECONOMIC HEALTH 


The measures we have discussed or others of similar purpose can improve the 
pattern of use of British resources and ease the strain on the sterling area’s 
balance of payments. But they will not be sufficient to overcome the more deep- 
seated and structural causes of the weakness of Britain’s international economic 
position. To accomplish this requires the removal of fundamental obstacles to 
a more rapid long-run increase in the output of the British economy. Without 
accelerated growth of produetion and productivity, the United Kingdom will be 
unable to play its proper political, economic, and military role in the world. Nor 
will it be able to provide a standard of living for its people that corresponds in 
some degree to their rising expectations. 

The two most basie conditions of British economic health are (1) greater ini- 
tiative in introducing technological innovations, increasing labor productivity 
and expanding output, and (2) access to expanding and secure foreign markets 

How can market opportunities for British exports be improved? The expan- 
sion of sales in the United States depends to a great extent on finding ways to 
give British manufacturers the feeling that they will have continuing access to 
the American market, without the danger of an increase in their tariff handicap. 
The prospective growth of demand of less-developed countries for British exports 
could be somewhat improved by an increased flow of American development 
capital to these countries, particularly those which are Commonwealth members. 

How can the vigor and technical progressiveness of British industry be in- 
creased? We believe that the British Government should consider whether tax 
policy could be so revised as to offer a less serious obstacle to progressive and 
adaptive business policies. We believe also that the British Government’s sup- 
port or tolerance of restrictive industrial and labor practices should be recon- 
sidered, with a view to creating incentives and competitive pressures favorable to 
technological advance. And contact between British and American management 
and labor should be increased 

Through its effects on Commonwealth demand for British exports, greater 
Al erican private investment in Britain and the Commonwealth could make an 
important contribution to the basic problem of British industry. It would im- 
prove the dollar position of the sterling area. The main obstacle is lack of con- 
fidence on the part of American investors that their investments will not be 
subject to economic or political hazards essentially different from those at home. 
Measures are needed to increase the confidence of American investors. 
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Mr. Javirs. The subcommittee is adjourned at this time. 
(Whereupon, at 12:15 p. m., the subcommittee adjourned to re 
convene at the call of the chairman.) 
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TUESDAY, APRIL 21, 1953 


Houser o1 REPRESENTATIVES, 
CoMMITTEE ON ForeEIGN AFFAIRS. 
SUBCOMMITTEE ON Foreign Economic Vountcy, 
Washington, D. ¢ 
The subcomun {tee met, pursuant to ill, l room Ges, U2 ted 
States ( apitol, at 10:10 a. m.. the Honorable Jacob K. J Wits, Chall 


ian of the subcommittee. pres ad he. 


Mar. Javirs. The subeommittes vill come to order. QOur { \ 
ness will be Mr. Frank A. Southard, United States Director, Intern 
tional Monetary Fund. You are associated with the Treasury 
Department, aren’t you? 

Mr. Sournarp. Yes. Iam also Special Assistant to the Secretary 
of the Treasury. 

Mr. JAVITS. ‘\ ou may proceed as you choose . Mr. Southard. eithe 
read this statement and then we will ask some quest ons, and you a i 
whatever else you might like to, or to make such presentation as you 


desire. 


STATEMENT OF FRANK A. SOUTHARD, JR., UNITED STATES 
DIRECTOR, INTERNATIONAL MONETARY FUND 


Mr. Sournarp. The statement is relatively short. If the committee 
is Willing, it might be well if I read it, with interruptions at any points 


where it may be useful. 
Mr. Javirs. You may proceed in your own way, Mr. Southard. 
Mr. SOUTHARD. The Internat Ol al Moi el uy Ki cl Was organ zed 


during 1946 and began exchange transactions on Mareh 1, 1947. It 
is governed by its Articles of Agreement, which are formally adhered 
to by the member countries. It is controlled by a Board of Governors 


consisting of 1 Governor from each of the 54 member countries 
ordinarily elther the Secretary of the Treasury or Minister of Finance 


or the he ‘ad of t » Central Bank, which meets once a vear, and by a 
Board of  slbasorin sige seat y which is in continuous sessior 
Washington. There are 16 of these Directors, 5 being Ippo nted 
the countries having the largest vances ! ted states, OF ited IX hg 
dom. Nationalist China, France. and India—and t] ther 11 being 


elected for 2 vear terms by the other 38 countries. The voling powel 
of the Directors varies with the size of the oo of the countries 
they represent and the United States has a voting strength of approx 
mately 28 percent in the present Executive Board. 

Very broadly speaking, the Fund was set up to administer a “code 
of fair pri actice” in the field of fore ion exchange, to assist countries 
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n working toward the elimination of exchan 
estab] shment of regimes of fully convertible « urrencies, and to pro 
vide short-term financial assistance to countries which might enable 
them to avoid imposing or intensifying exchange restrictions at a time 
of balance of payinent s difficulties. The first article of the Articles of 
\greement sets forth the purposes of the Fund in greater detail and I 


have attached to this formal statement a copy of that article, which I 


re restrictions and the 


‘ 


won't read. 
Mr. Javirs. Without objection, it will be inserted in the record at 
this point, 


Che material referred to is as follows:) 
ArTICLE I. PURPOSES 


The purposes of the International Monetary Fund are: 


) To promote international monetary cooperation through a permanent 
stitution which provides the machinery for consultation and collaboration 
n international monetary problems 
i) To facilitate the expansion and balance crowth of international 
le, and to contribute thereby to the promotion and maintenance of 
gh levels of employment and real income and to the development of the 
productive resources of all members as primury objectives of economic 
I cy 
i) To promote exchange stability, to maintain orderly exchange ar 
ements among member ind to avoid competitive exchange depre- 
lon, 
To assist in the establishment of a multilateral system of payments 
in respect of current transactions between members and in the elimination 
foreign exchange restrictions which hamper the growth of world trade. 
Vv) To rive confider i I I ber bv ih - ne nd’s resources avail 
e to the under adequate safeguards, thus providing them with oppor 
correct 1 ents in their balaz of payments without 
resorting to measures destructive of national ¢ nternational prosperity. 
(vi) In accordance with the above, to shorte the duration and lessen 
the degree of disequilibrium in the international balances of payments of 


nembers 


The fund shall be guided in all its decisions by the purposes set forth in 
this article 

Mr. Sournarp. As of February 1953, the fund’s assets amounted 
to approximately $8,729 million. The basic arrangement provided 
by the articles of agreement is that each member pays to the fund 
25 percent of its quota in gold and makes the balance available in 
national currency on demand of the fund. While not all countries 
have been able to complete full gold payments, most of them have, and 
the fund’s holdings of gold at that date amounted to $1,693 million. 
In addition, the fund had at that time claims on United States dol- 
lars amounting to $1,308 million and on Canadian dollars amounting 
to $225 million. Hence the fund’s gold and dollar holdings amounted 


> 


to approximately $3,226 million. The remaining assets consist of 
claims on inconvertible currencies and on minor convertible curren- 
cies, which may be useful to the fund in the future but which are 
not in strong demand today. 
The members of the subcommittee may he interested in a brief 
ment of the activities which the fund carries on in working 
ware the achievement of the broad ol ject ves col tained in the 
articles of agreement. It is commonplace to observe that economic 
ind financial conditions in the world in the years since the war have 
been characterized by very strong demands for goods from the dollar 


area, arising out of long-existing shortages of consumer goods, and 
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out of the requirements for capit: al woods created by postwar recon- 
struction and economie development programs. In addition, there 
has been a great deal of inflation in many countries, which also has 
stimulated the demand for dollar woods. The net result of these 
conditions has been widespread and persistent disequilibrium in 
balances of payments, which countries have in considerable part 
endeavored to deal with by imposing and maintaining exchange 
restrictions as well as quantitative restrictions on imports. This 
state of affairs has had a great deal to do with the kind of activities 
which the fund has been able to carrv on. On the one hand, it has 
increased both the necessity and the importance of consultation with 
members on payments and exchange, while, on the other hand, it 
has complicated the task of finding appropriate ways to use the 
resources of the fund. 

Much of the energy of the fund is devoted To regular and special con- 
ultation with members. The articles of agreement require that each 
memibe rhav Ing ex¢ eange restrictions must consult with the fund annu 
wily. The first of these mandatory consultations, which were to begin 
5 years after the initiation of operations, were completed during the 
vear ending last month. ‘They involved a detailed examination of the 
restrictive system of the member c¢ untry, Its balance-of payments situ- 
ation, and any other aspects of its financial and economic conditions 
which were essential to a judgment on the primary question, namely, 
he feasibility of making progress toward the elimination of exchange 
restrictions. In addition to these systematic annual consultations, 
members are required to consult the fund, and obtain its approval 
where appropriate, whenever multiple currency practices and dis- 
eriminatory currency arrangements are introduced or modified. As 
| have indicated earlier, the articles of agreement cc mprise a code of 
fair practice in the field of foreign exchange, and consultations be 
tween the fund and members are intended to assist the countries which 
have accepted the articles to make progress toward the basic object ives 
rf freedom from exchange restrict 1lons and discriminat ion 

The fund also provides technical assistance to members in the field of 
foreign exchange and financial stabilization. Formal and informal 
missions are sent to countries to advise them on such matters as ex- 
change administration, money mi lal organization and aes vy, fiseal 
policy and practice, and other matters related to w: tvs and means of 
in Nproy ing the financial institutions and practices which may contrib- 
ute to economic and financial stabilization and hence to currence y con- 
vertibility. I do not have the figures for the financial year just end 
ing, but in the preceding financial year representatives of the staff 
visited oO” member countries for informal discussions or on tes hnical 
issionments. 

The fund also assembles and analyzes information relating to the 
ceconomie and financial situation of the member countries and to various 
aspects of foreign exchange policy. A good deal of this information 
ismade available to the public in periodic or annual pub lications. One 
of the best known of these is International Financial Statistics, a 
monthly statistical handbook which is very widely used by govern- 
ments throughout the world, as well As by bankers and businessmen 
who are engaged in international trade and finance. It contains the 
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most concise and up-to-date summary of the statistical facts and esti- 
mates relating to most of the countries in the free world which is avail- 


] 
able anywhere 


Finally, I should like to Say something about the use of the fund’s 
resources. The fund’s resources were designed to provide temporary 
assistance to member countries encounterlng balance-of payments de 
ficits. The problem had been to devise a policy and procedure which 
would so far as pract cable assure that the fund’s resources would be 
used to deal with tempol ivy deficits and would not be used by mem bers 

fering from basic or fundamental balance-of-payments disturb 
ances Phe United States Congress had this problem very much in 
mind when the Bretton Wood ee 
and passed section 15 gee des that the 1 ited states covernor and 


executive director should obtain promptly an official interpretation by 
the fund to the effect that the fund’s resources were to be used only 4 fol 


current monetary stabilization operations to afford te niporary assist 


ance to] 1} bers in connect on W ith seasonal, evclical, ana emergency 
fluctuations in their balance of payments. This interpretation was 
oreed upon before the fund began operations and it has been the 
TuULdINe principle of I n ted States policy in the fund and, I believe, of 
he fund’s policy respecting the use of its ReSOUTCES. As it 1s now set 


fort n official decisions of the Executive Boars 


E e fund's policy Is 
that members may use the resources of the fund for temporary pur- 
t< 


poses, the wv or tempol ry” being defined as 3 to 5 vears at the out 
side. The articles provide n veneral that half of any net ah 
ment ina member country’s reserves of gold and convertible currencies 

ist be ised to repay any outstanding debt to the fund. ih acai, 
mat repayment arrangeme! ts do not operate, then the fund expects 


to work out other repavini nts within tlie above mentiol ed time period. 
Krom the beginning of operations in 1947 to the end of March 1953, 
drawings o1 the fund had totaled approximately $918 million. Total 
repurchases or repayments had amounted to $217 million, a considet 
nble part of this through the automatic prod edure ja deseribed. Diu 
Ing 1952 and the first 3 months of 1953, drawings on the fund amounted 
on. I have attached a table giving the details of these 
aqarawings and repayme! cS, which is the second attac hme { and which 
might provoke some discussions, but I won’t YO into that now. 
Mr. Javirs. Without objection, it will be inserted in the record at 
this point. 


(The material referred to is as follows:) 
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Mr. Sournarp. In addition to outright drawings, the fund has 


worked out a procedure for standby arrangements which would give 
members formal assurance of access to the resources of the fund up to 


1 stated amount, as needed Iwo such arrangements have been 
entered into, one with Belgium for $50 million, and one with Finland 
for $5 million, both during 1952. Belgium has not drawn on the 
Tl I the arrangement » th time. 

The pro pects for act es of the fund, “ul d partic larly the pros 
pect Tor the e of its? yuires lepe ! in large part on the extent to 
w! the members of the fund achieve a degree of economic and finan- 
Cla tability hich w ! ry them ele r to full convertibility of 

~The fur vas set up to be an institution for exchange 
stal I The Op fou 1c] operations 1s mu h less in regimes 
of ( ertible currencies surrounded by exchange controls than in 
regil of convertible cu es, LT am optimistic that the fund’s 
rol be an expanding « 1 the veal mi ediately ahead. 

M Javirs. Mr. Sout ! l. would vou like to add invthing to that 
oe a. “ ; . 

Mr. Sournarp. I believe not, Mr. Chairman, except possibly in con 
nection with the table, to point out that the words “purchase” and 
” ret ! ise”? ire the ft ] il wo as fou draw ngs from the fund or 
borro igs from the fund and repayments to the fund. 


If vou will look at the bottom three lines, you will see across there, 
bv cnlendar vears. first. the total advances to members: secondly, the 


repayment by members in the second line, and finally the net advances 
: ; : : 
by ( iuring tf e \ 
Mr J AVITS lf l micht ISK A quest on oO} th il table. unless some 
other mm mibe r | is a question, | notice t | Al Ir) mee pul | ased currency 
Mr. Sournmarp. That right 


Mr. Javits. It is now 1953. What do you do in a case like that? 
Tr} I 6 vears, 

Mr. Sournarp. Something like a year ago the arrangements were 
worked out as referred to in m\ tfatement, na nely, that the word 
“temporal y” should be cons dered 3 tod vears at the outside, and we 
rearranged the interest schedules so as to provide for either repayment 
ation at the end of 3 vears to determine what 
hould be done about the unpaid balances. However, we felt that we 
could not make that procedure apply retroactively to drawings which 
had been made under the previously existing rules, which, if I recall 
them correctly, would provide that at the end of 7 vears, in a case of 


oral indatory consu 


a drawing in the first quarter of the quota, there would be a mandatory 
consultation with the country. 


1 1 


It is to be noted that the bi lk of the French drawing was in the 
gold tranche. That is, it was equivalent to the : f cold paid i 
fro ‘ ie, mat is.it was equivatent to the amount of gok paid in. 
There the lh indatory col sult iioOn Provisions do not apply. 


I 
1 


r when, with respect to those very early 
drawings. the fund will have to work out some arrangement with the 


| believe the time S coming 
members. 

Mr. Javrrs. That isn’t the only occasion in which France has gone 
ahead on its own without regard to the fund’s articles, is it? 

Mr. Sournarp. You say, it is? 

Mr. Javirs. I ask, that is not the only case. As I understand it, 
the French have made same changes in the par value of their cur- 
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rency in violation of the articles of agreement, and nothing has ever 
been done about that, has it ¢ 

Mr. Sournarp. In 1948 the French proposed certain changes which 
the fund did not agree with. There was an agreed disagreement. 
‘There have also been a few cases where smaller countries have made 
changes in their multiple rate systems, for example, without prior 
consultation. I believe myself that most of those cases, and there 
are very few, were cases where smaller countries, remote from the 
fund, having difficulty in remembering all of the regulations, have 
not been fully aware th: at the y were obliged to consult. 

Tn most of those cases what the fund has done is to consider the coun 
try’ Ss situation, to call attention to the fact that it has not consulted 
as it Was required to do, and then come to whatever decision the fund 
would have come to if there had been prior consultation, in some cases 
disap proving what the country has done and in other cases saying, 

“We don’t object to what you have done, but you should have consulted 
in advane ‘e.” 

In the case of France, where there was full prior consultation, I 
have never seen where resort to sanctions would have been very useful, 
because the only really strong sanction is to expel the country from 
the fund. In this period of uncertainty I do not believe a ditterence 
of opinion over an exchange rate or par value call for that extreme 
action. 

Mr. Javits. Mr. Southard, I didn’t mean to question at length at 
this point. We usually call upon the members of the committee first 
Mr. Battle. 

Mr. Barrie. I would just as soon have Mr. Vorys go ahead. I will 
take my turn a little bit , wri 

Mr. Javirs. We have two members of our committtee who are out 
guests. Mr. Vorys, would you like to ask some questions ¢ 

Mr. Vorys. Mr. Southard, on this point that Mr. Javits mentioned, 
as | remember it, there is a rule of the fund that when a country pro 
poses to do certain things with reference to its currenc y it has to con 
sult, and that there are certain things it is not supposed to do. Is there 
a 25-percent variation? Whiat is that? We used to hear a lot about 
that in the brave days when we thought the bank and fund were to 
solve our problem. 

Mr. Sournarp. There is a provision that a country may not change 
its par value without the prior approval of the fund unless the change 
is within a total cumulative range of 10 percent. In other words 
a country might make a 9-percent change and only notify the fund. 
If later on, it wanted to make a 5-percent change, it would have ex 
ceeded the cumulative 10-percent limit and it would have to consult 
the fund. Beyond this 10-percent cumulative leeway, the approval of 
the fund is required for par value changes. 

How much notice must be given the fund and how fast the fund 
must act depends on how big the change is. On a very small change 
the fund is supposed to act very promptly (within 72 hours) ; if it is 
a large change, the fund may have more time. 

The articles also provide that countries may have multiple-rate 
systems only with the approval of the fund and may change them only 
with the approval of the fund. 
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The articles are very broad. ‘| hey do not allow any escape from this 
requirement of fund appror il of changes in par values, exchange rates, 
and exchange restrictions except that countries may adapt the re 
trictio. Lo ¢ hanging circumstances and, if they have been occupied 
by the enemy dur ng the last war, even introduce new restrictions 
without. the approval of the fund under the so-called transitional 
proy ons of article XIV. 

Mr. Elting Arnold is here and perhaps can add something to that. 


STATEMENT OF ELTING ARNOLD, ASSISTANT GENERAL COUNSEL, 
TREASURY DEPARTMENT 


Mr. Arnotp. No: I have nothing to add. 

Mr. Vorys. How many changes in par value | 
fund has approved 7 

Mr. Sournarp. There have been 20 par-value changes. 

Mr. Vorys. Did the British devaluation in 1949 clear through the 
fund? 

Nin SOUTITARD., It did That sparked aw hole wave of devaluations 
vhich were brought to the fund for approval. We have had changes 


- 

— 

— 
»” 


oth of par values and of official rates in the case of countries which 


ave not vet had a par value, the most recent one being 10 days ago 


Whe) Greece made a devaluation There was, I beheve I can Say, very 
effect ve cons iltat on with the fi d on that Greek change. ; 
Mr. Vorys. One question I would like to have you elaborate on, 
it possibly later, is the European Payments Union. As far as I 


inderstand it, it is something like a local monetary fund; is that 


Mr. Sournarp. I think that is a fair statement. 

Mi Vorys. Is there anv connection between the operation of EPU 
ind the monetary fund ? 

Mr. Sournarp. There is no legal or formal relat onship, but 14 of 
he fund members also participate in the EPU. There have in fact 
been contacts between the fw d and the EPU or its members. The 
most important one was in the negotiation of a standby arrangement 
with Be lo im) \ vear ago, when it was essential to the extension of 

e EPU for another year, that. some way be found to assist Belgium 
to mobilize some of the credit balance that had been built up in the 
EPU in order to solve some of its internal financial problems. I be- 
leve if this agreement had not been successfully negotiated with the 
fund, it wo ld have been very difficult to reach agreement on terms for 
extension of the EPI 

ly widition, the fund maintains a Paris ofhi eG, with a senior official 

ee He attends most of the EPU meetings. 

We are, I think, likely in the next 6 months to be working out fur- 
thei ivs In Which the two institutions may coexist, and may achieve 

mie more effective cooperation. The chairman of the managing 
board of the EPU was here this last week, having conversations look- 

oO that direction. I] would be olad to go into further detail if it 
s desired. 

Mr. Vorys. Just one question, Mr. Chairman, if I may. As I under- 
stand it, Belgium has called on the international fund because the 

Wson Belgium locally were so heavy ? 


Mr. Sovrnarp. Inthe EPU ? 
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Mr. Vorys. It was not because she was so badly off but so much 
better off than all her nel@hbors that Belo inh thought they might 
be strapped: isn’t that right 4 : 

Mr. Sournarp. That is verv true. The standby arrangement with 
the fund was a very curious thing, as you say. Here was Belgium 
not at the moment really needing dollars that is why they have not 
drawn on their standby arrangement with the fund—but having to 
extend heavy credit to the EPU. This standby arrangement ena led 
Belgium to work out an arrangement internally between its treasury 
and central bank. I would think it unlikely we would ever have 
another case quite like it. The more common case would be where 
a debtor to the EPU, having to pay wold into the EPU, might come 
to the fund and say, “We have this deficit with the EPU amouw ting 
to SLO mill On in eold Ol dollars and we don't want to draw on our 
reserves ; can we draw on the fund to pay the EPU?” J think this is 
a perfectly simple orthodox situation although I don't Say that it 
doesn’t raise certain questions both for the fund and the EPU. 

I should also say, Mr. Chairman, I do not see any legal way in 
which the fund may make advances dire tly to the EPI as ah mstitt 
tion. We only can deal with our members, not with another financial 
Institution. 

Mr. Vorys. Thank you. 

Mr. Javirs. Thank you, Mr. Vorys. Mr. Battle, shall we still pas 


you! 
Mr. Barrie. I would like to ask 2 o1 & questions at this point, if I 
may. First, I need a little bit of fundamental education on the 


situation. I was wondering mn What particular countries or areas 
you have the most itl ulty at the present time, I am thinkn res 
pecially about our relationship with the South American countries 
Are we working with them right along? 

Mr. Sourmarp. Yes. I think some of the closest relations the fund 
has had have been with Latin America. I should say that o1 ly 2 
Latin American countries of all the 20 republics are not members of 
the fund. They are Argentina and Haiti. Haiti has applied fo 
membership and was voted in but still has not been able to work out 
the financial arrangements to make the requ red payne nt. So there 
Is only one COUNTLTS from that region that has not indicated it would 
like to join. 

Mr. Barrie. What is the process or requirement for tak 
members / 

Mr. Sournarp. A country applies for membership. The fund has 
not refused to accept any member, even if it were a member who 
appeared to be ina very dificult economic and financial position al (| 
might have a very unsatisfactory exchange situation. ‘The fund 


would feel that such a country should be allowed to become a membe1 
of the fund and then the fund would try to work with the member 
after it came in. But we do require that the gold payment to the fund 
must be paid before the country goes to the State Department and 
signs the articles of agreement, which are deposited there. The re 


quired gold payment is either 25 percent of the country’s quota or 10 


percent of its net official gold reserves, whichever is lower. 
That is the only real hurdle that the applicant country must Jump 
over. In signing the articles the representative of the country must 
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indicate that he is acting with full authority and that the articles are 
regarded as a binding obligation. 

Mr. Barrie. Can countries of the Soviet bloc become members of 
this institution ? 

Mr. Sourwarp. We had two, Poland and Czechoslovakia. Poland 
withdrew. The Czechs are a members. But the Czechs have re- 
fused to vote in the biennial election for anyone to represent them. 
Therefore, no one is voting the Czech vote in the fund board and they 
are not represented, but they are members. 

Mr. Barrie. Are there any important areas that are left out or 
lacking in this organization ? 

Mr. Sournarp. No. Indonesia is the largest single country in 
Asia that is nota member. It has been voted in, and we are waiting 
for the Indonesians to make the final arrangements. 

Mr. Barrie. What about Japan 4 

Mr. SourTuarp. J ipan Is a member now. ‘There is no other large 
country in the free world which is not. Burma is a member, as well as 
Ceylon, Thailand, and the Philippines. There are no areas of the 


world now that are not in. ayia are 54 countries that are members. 
If you leave out Russ a and the Red bloc. that pretty well covers 
the world. Switzerland and Spain are not members. 


Mr. Barrie. How do you tie in with the United Nations ? 

Mr. Soutuarp. The fund is a so-called specialized agency of the 
United Nations and has a formal agreement with the United Nations 
in v hi h we re pect each other’s separate powers and rights. But 
the fund is legally responsible, as I said in the first paragraph of my 
statement, to its own board of governors. Therefore, the United 
Nations does not have the power to direct the fund to do things. The 
fund makes reports voluntarily to the Economic and Social Council. 

Mr. Javirs. Mrs. Bolton. 

Mrs Bout N No questio1 

Mr. Javirs. Mr. Carnahan. 

Mr. Carnanian. Is there a member of every nation on the board of 
governors ¢ 

Mr. SournHarp. Yes. 

Mr. CARNAHAN. That is all. 

Mr. Javirs. I would like to ask a few questions, if I may. You 
gave some ig cures as to the amount of dollars and gold in the fund. 
How much of that represents payment by the United States ? 

Mr. Souruarp. $2.750,000,000. 

Mr. Javits. What percentage is that of the United States subscrip- 
tion ? 

Mr. Souruarp. Which figure? 

Mr. pele You say that the fund had called for United States 
dollars amounting to $1,308 million and has $1,693 million in gold. 
Has the United States paid more or less than its 25 percent ¢ 

Mr. Sournarp. Only 25 percent initially in gold. There was $687 
million paid in in gold by the United States. 

Mr. Javirs. There was $1,308,000,000 in dollars; is that right ¢ 

Mr. Sovruarp. More than that. We paid $2,062 million in cur- 
rency mainly in the form of a non-interest-bearing warrant, and $687 
million in gold. Of course, the drawings on the fund have been largely 
in United States dollars. 
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Mr. Javirs. How much has the fund actually drawn down on that? 

Mr. Sournarp. A gross figure of $872 million in dollar transactions. 

Mr. JAvits. Does that include the gold? 

Mr. Sournarp. The fund has sold no gold. <All the cvold that was 
paid in is still held by the fund. 

Mr. JAvirs. In round figures, the United States has put up $1,400 
million in gold and its own money, which is something like 50 percent 
of its subscription / 

Mr. Sournarp. Yes. 

Mr. Javirs. Has any other nation come anywhere near that per- 
centage ¢ 

Mr. Sournarp. No. There are many countries that have paid 2 
percent of their quota in gold. But dollars are what countries “ess 
been drawing. ‘Therefore, with minor exceptions, the fund has paid 
out dollars and turned to the United States for the dollars. 

Mr. Javirs. There has been a good deal of criticism of the fund, 
hasn't there, in the United Nations and elsewhere, that it was doing 
little business 7 

Mr. Souruarp. That is right. 

Mr. Javits. What is the answer to that criticism ? 

Mr. Sournarp. The answer is generally the one that I put in my 
formal statement. I would rephrase it or add to it in this way. We 
have believed that the fund should take eve ry precaution to maintain 
the liquidity of its assets, and hence should not allow countries to 
draw where there was a reasonable prospect that the country’s diffi- 
bere were long range, or fundamental rather than temporary. 

s I said, we have come finally to agree in the fund that the defini- 


wie of temporary use should be : oe tod “ars at the outside. Ina 
period where balance-of-payment diffic ules have been conspicuous, 
all over the world, and have been centered to a large extent on dol- 


lars, we have not seen great copenbusiiies for such short-term 
operations, 

I think I would also say that countries are unlikely to borrow 
short-term unless they really have to if they know they are in fact 
borrowing and are expected to repay in 3 to 5 years. One evidence of 
that is offered by our gold tranche policy. Something over a year 
ago the fund announced formally to the world that insofar as a 
country had paid in gold to the fund, it might expect to draw that 
amount of money virtually automatically. 

Some countries had already used up their gold trane wm but many 
had not. The countries have been amazingly careful in using these 
drawing rights. It costs only one-half of one percent . draw on the 
gold tranche. Yet countries have apparently, I can only judge by 
the results, said to themselves, ‘We have this resource. It is there 
if we need it. In the meantime, let’s use our own money, because 
we don’t even pay a half of 1 percent if we are drawing down our 
own reserves.” 

I do think we have had a conspicuous example here of the respon- 
sibility and caution which central banks and treasuries have shown 
with respect to that resource. 

Mr. Vorys. What is this word “tranche”? 

Mr. SoutHarp. It is a fancy word which has tended to come into 
use in banking circles to indicate a segment of a loan—or, in the case 
of the fund, a portion of the quota of a country. 
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Mr. Javirs. Mr. Southard, is it your opinion that the purposes 
wl the fund was des oned to deal witn, that 1s, seasonal, cve lieal. 


( regency fluctuation n balance of payments, are pertinent to 
the world today and what you see ahead for some years: isn’t this a 


fferent kind of world and a very different kind of a situation 


1 va ontemptated whel the fund was set up‘ 
Mr. Sournarp. It has turned out that the disequilibriums in bal- 
es of payments have been much more stubborn than I think was 
oper for and contemplated So far we must admit that there 
has been less room for the kind of short-term operation the fund 
\ inned for. I would not wish to say, however, that we should 
decide as of now that thet soiling to be no room for this kind 
of tio I think the fund has been useful and will continue 
1 eT Wi \ tal ) ( tep att ot r. cautioushy 
| In the ist vear we have take ome real steps that | have 
ent ed in my statement I think there are further ways which 
\ Ork O t ( granted the d ficulties, to assist countries that 
| 1 e t have genuinely ten porary difficulties and do 
Ll she rm { ( 
Mr. Javirs. Do you believe we have justification for tying up over 
7 bh on of hard money for these limited purposes? 


Mr. Sournmarp. I don’t believe we are tving up $3200 million be 


cause $1,308 million claims on United States dollars consist almost 
entirely of a noninte t bearing Vr asury warrant, which the Con 
OTe iS author Zea the | easury to deliver to the fund. It is not 
part of the public debt. It is not costing anything until it is used. 
If countries don’t need dollars, it won’t be used. 
\I re ver, the ‘| reasury vet ha k the money whenever a country 
pavs dollars back to the fund. There has beei a total as I show in the 
S?17 1 paid ( if ( mothe 450 million being 
paid back soon The United States Treasury recaptures those dollars 
by taking them out of the fund’s account in New York and handing 
over a nol nterest-bearing ote to take their place so there 1s no 
tving up of idle United States dollars. The gold, ot course, 1S 1n 


Mr. Javits. Do you believe this is the most useful wav in which 


to use American dollars and credit internationally ? 

Mr. Sournarp. As long as I can feel, as I do, that this amount 
or a irs is not being held in cash, inactive, I feel that there is 
enougn u efulness now and potentially increased usefulness tor the 
fund to justify | 
we put up S687 mi 

I would be sorry to see the United States reach the conclusion 
that it was not worth while setting aside that amount of gold and 
mamaming the potel tial claim on dollars, as long as there is an anti- 
cipated use for them in this short-term field. 

Mr. Javirs. I undersand that there is quite an expressed require- 
ment on the part of unde rdeveloped countries fo. longer-term money 
and capital money for development, and a rather small demand for 
th sind of assistance: isn’t that right 4 

Mr. Sournarp. | believe that is right, speaking in general terms. 

Mr. Javirs. Does not this kind of money for temporary imbal 
ances of payments move primarily to the highly industrialized coun- 
tries, the bulk of it ? 


hold ne in ictive the gold of these countries. of which 
| 


| On. 
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Mr. Sournarp. The fund has been very useful to Brazil and helped 
Mexico stabilize its currency. I would not want to say that under 
developed countries don’t have exchange stabilization “needs. Phe, 
also have development needs. I don’t think we need to make a clu ’ 
between the two needs. 


Mr. Javirs. There is $700 million in gold as well as $2 billiot 
credit. 


Mr. Sournarp. It is credit which is not mobilized. It i: { 
ra le, It the U1 ted State ( to «ae de to ado se t v ] 
don’t see that this roughly $1.300 million in I O U's whieh t | 


ha prevents the U1 ited States operating 1 other fields 
Mr. Javirs. Is it fair to say we have $700 million in gold and $3 
million in dollars tied up? 
Mr. Sourvarp. That is right. sin But all of the di 
tied up have actually been used except fo relatively \ \ 
balance. . 


Mr. Javits. Out on loan? 


Mr. SOUTILARD. ‘| hat right 

Mr. J avirs. There has bee Ome agitatiol 
about, to bring about a me rever oO the International { iad ft 
International Bank and to let the bank do what the fund gv 
and to cut the overhead. What do vou think about that 

Mr. Sournarp. Mr. Chairman, I believe one could have set uy 
single institution with a double-barreled charter, combi Ine most. of 
the articles of the fund and the bai k wit l, | effect. a 
stabilization department and a long-term loan department, and have 
worked out arrangements fo kee] Ing the two sorts of | o 
separate. Because as we are all aware, the bank borrows long-tern 
and lends long-term, and the fund doesn’t. I think that would 
been feasible. I don’t think I have any judgment, really, as to \ ther 
it would have been better at that time than what was done. I had 
no share in the decision that was made to have two stitut But 
we start fron: where we are, in my judgment, in these matters. We 
have 54 countries that have subseribed to these article hey do 
embody a broad line of policy which this cou try so far has felt 
Miportant. ‘There are provisions In those articies \ cha number of 


¢ 


countries dont particularly lke. If we were to try to renegotiate 
something, I do not think we would find it ea \ to vet agreement ol 


the broad poli V. which I have mentioned hiv statement, related 
to an effort to arrive at convertibility and eliminate exchange re 
strictions and discrimination. 

So, first, we would have the problem of a tremendously difficult 1 
negotiation to arrive at a single institution. The two institutions d 


have undoubtedly some additional overhead resulting from the fact 
that they are separate. They have budgets of roughly $5 million 
each. But their staffs are carrying on substantially separate task 
The bank concentrates on examinations of the long-run needs of 
countries: the fund concentrates entirely on the immediate situation 
in the country’s forelen exchange and fiscal and 1 lonetary sittlations 
How much saving of sta } 


ff, how much of the 810 million could be 


* 


saved, l wouldn't Waht to venture a wmuess., | Suppose sole Wo uid be 
saved. 

However, I believe, Mr. Chairman, to answer your question one 
has first to reach a conclusion as to whether there is to be an expand- 
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ne range of actly ty for the fund. ] have expressed the opinion that 
I think there is. I am not trying to be foolishly sanguine. I can’t 


read the future very well. But I hope we are going to arrive in the 
next couple of years at increasing stability and, therefore, at an in- 


creasing Op] ortunity for the fund to make use of its resources. If 
that happens, then I am not sure that the staff of the fund and the 
bank, t] V how tand, would be too large to do the combined task 
if they were merged. I think it would be premature, as I see it, to 


reach that decision now 
Mr. Javirs. Mr. Southard, you are very fair about that. Has the 


d beet iosing money on its operations ¢ 


Mr. Sournarp. Yes. The fund has a deficit. It is a deficit which 
SHrIKINE, partly because our interest schedule, of course, steps 
up with the passage of time. Last year it was 1144 million. This year 
it will be $750,000. It would not take very much activity to put the 
f t] ick. 
Mr AVI A. ould Vou Give Us any esi te of OW much the Fund 
is lost in its operations since 1945 ? 


Mr. SourHarp. It is $7.8 million. 
Mr. Javirs. Thank you. Are there any other questions?) Mr. South- 


ird, vou have been a splendid withess, Thank you very much for 
the fairness with which you have handled the que tions. — 

Mr. Anderson is our next witness. Mr. Anderson is the Assistant 
secret ry for International Affairs. We re e@lad to see you here 


this morning. Would you proceed in your own way by making any 


statements you please / 


STATEMENT OF SAMUEL W. ANDERSON, ASSISTANT SECRETARY 
FOR INTERNATIONAL AFFAIRS, DEPARTMENT OF COMMERCE 


Mr. Anperson. May I ask the direction in which you would like 
me to make a statement ? i have no written statement with me 
because I was not entirely clear about what particular phases of the 
work of the Department you would like me to touch upon. 

Mr. Javirs. The Committee is engaged now in ascertaining so far 
as it ean what is the present foreign economic policy of the United 
States, for example, with respect: to loans, investments, trade, and 
what recommendations the various Government departments have 
for the direction which it should take. 

I think from our questioning of Mr. Southard you may have an idea 
of just what we are interested in. We are interested in the major 
productivity of our resources in terms of the economic aspects of our 
foreign policy. 

I would like to ask my colleague, Mr. Battle, if he agrees with that 
definition. 

Mr. Barrie. Yes. 

Mr. Anprerson. Mr. Chairman would you like me to spend a few 
minutes in reviewing the postwar trade picture, as we see it, perhaps 
ina somewhat simplified form, to serve as some degree of background 
for discussion ¢ 

Mr. Javrrs. Please do. 

Mr. Anperson. I have some charts with me which, if I may, I 
would like to use in that connection. This chart is really an attempt 
to oversimplify the balance of trade payments picture since the war. 
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lt covers the years 1946 through 1 952. a total of seven years. During 
that period the United States exporte ot a total of $123 billion of goods 
and services to the rest of the world as a whole. During that same 
period our total imports of goods hal services were $78 billion, lea 
ing a deficiency, as illustrated by this gap, of $45 billion. 

During that same period our frien ls abroad drew down pz billion 
from their gold and dollar reserves. They were able to finance on 
private account, International Bank and private financing, including 
investment by private concerns abroad, a net of $11 billion, leaving a 
total gap of $36 billion. 

These figures don’t add up by $4 billion, which is the magnitude 
of the error in calculation of the statisties as they are available to us 

That $36 billion, of course, constituted our aid program. A large 
part of it, $12 billion, represents the ECA period. A consideral 
part before that was the interim aid program, and the remainder 
reflects, of course, our present aid program. 

As you gentlemen all know. that investment. so to spr ak, by the 
Ur ited States taxpaver, which is a very lan 
ingly because we felt that by so doing we Gall ed a really erent bary l 
in the sense that it assisted, particularly our Kuropean 
to rehabilitate their economies. 

Mr. d AVITS. Mr. Vor \ 3s VW ould like to ask a question. 

Mr. Vorys. Does the export column include military stuff? 

Mr. ANpERSON. No, that is all nonmilitar woods \ 

Mr. Vorys. Does the Government aid, the $36 billion, include mili 
tary aid ¢ 

a ANpbeRSON. No, that is exclusive of the niulitary aid. 


re hhoure, Was miact 


This is the picture of the same perlod year DV year, \ hich adds a 
ox od « inal of meaning to it In many respects, Iirst, 
years we found ourselves confronted with a Europe prostrated, if 
you wish to use that term, in terms of productive power, and we moved 
In fairly promptly to give some assista e, Wi ch is represented by 
this green bar down here, somewhat less than S85 billion 


Qur exports totaled a little short of S815 billion. and our im port 


only about S87 billion, or a deficiency of almost 38 bil 

The hext vear Our exports, because of the needs of the rest of ‘ 
world, in rehabilitating their industries and getting back on thei 
feet rose even further, to almost $20 billion, But our imports of raw 


materials and other thing's from MuUrope al dthe rest of the world, rose 
as well. 


Phen came the first year of ECA: of efforts to coordinate 
help our European partners bring their economies into a greater cd 
sree of balance, beginning in the middle of 1948, Kor that veal e 
demands for goods from the United States dropped appreciably 
cause of the ability of our friends in Europe to supply them from no 
dollar sources. Our own import that year rose ta i 
This little superimposition on top of each of these items 1s the 
tary aid. 

In 1949 the situation was shightiy reversed, as far as impo} were 
concerned, but prin ipally to the recession that bot he red us fora é 


during that vear. There was a drop, particularly in the imports of 


raw materials at that time. Oure xports also Grop ped, 
So, up to the time of Norea, and indeed taking the year 1950 as 


a whole, we cah see a lesseninoe of this trade gap, Which Was the mayo! 








| 
| 
I} 
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of cif Lily Then, of course, came Korea and our own massive 
se program, V isedas stant ally large demand for raw 
iis from the rest of the world, and indeed a greater ability to 
ports also \s nsequence, our imports ros and, of course, 
rf rent p because of the concomitant buildup of defense 
picture < vn, with some interruption, a tendency to 
; i lessening of the dollar gap, whi s, of course, What 
tat 1hOoped 
potton min OT the t is Illuminat fin this respect. The 
watLor ot tiv nye no excluding military aid ot the de 
’ en eal broken down in this manner: into our aid, 
t aid; the use of their own dollar resources by foreign 
tries, su is the drawing down of reserves of dollars, bank ac- 
ad so forth: and l lly, is represented Dy the vellow bars, 
[ { ent and the use of resources such as the bank and 
I 
in see here our ald stayed h wh for 1946 and 1947, began to 
ne a little in LY4s In 1949 the ECA was in full sw ne and it 
igain. After that our uid begins to taper off. Private sources 
I { ! (| e ber { ial source of 
i e ye 4 own by t art 
f nteresting tl ms Ul movement ot reserves, Che continual 
ng down of dollar reserves for the first 3 years of this period is 
ere, and the! beoini ne Ww th the devaluation of sterling and 
rrencies, the al ty on the part of our friends to strengthen 
<erve DosItiol 
e figures bel the line represent a net addition to the dollar 
Cs T our Iriend iwroad 
ere one other « may ada ! no further to the 
re Here we hay oul 1) ports or goods and services Trom 
» Here we have our nonmilitary exports to Europe. You can 
' e manner 11 ch the so-callec favorable balance began 
» do ind how it ed a small ba during 1 period 
ae | it } { n the last quarter of L9oxv 
ing this white part gives us the total, the upper black line reflect 
e addition of the m tary aid to oun exports of voods and serv 
ne of the inter ne parts about the lower chart is the fact 
t distinguishes by this blue bar the trend of net transfers of 
rs to and from our European friends. The transfers of dollars 
ma ly th ra-country purchases and sales, and short term 
ila ovement _ although the statistics incorporated here are sub 
Oo ~ Ee] ig »4 rol 


ne of the things emphasized by the Europeans in their discussions 


us. of course, 1s e desirability of their being able to earn or 


lay in third 1 rket For example. to the extent that the 


peal buy ¢ hilea copper, they have to pay dollars for it. Tothe 
t that they in s¢ ! re than thev buy in a country like South 
a. they mav earn dollars or gold. This is the net position of 
ne vic-a-vie third markets in dollars. 

) nteresting be e they show an al lity to add and sub 
dollars. They experienced net losses in dollar transfers here, 
¢ all tl s period, wl our exports were high 


FOREIGN ECONOMI( POLICY 233 


During the latte! part ol L951, as indicated here, the European 
countries were Improving their earnings of dollars from third markets. 
Chat, in my judgment, is one of the most important aspects of our 


whole world-trade picture. By virtue of the enormou importance of 
dollars as the medium of exchange, the ability of those countries, who 
are short of dollars, to earn dollars in third markets vital to them. 

Mr. J) AVITS. Would you lke to ontinue ol would you | ke to have 


us ask some quest ONS ¢ 


Mr. Anperson. I think perhaps the best procedure would be for 
you to ask some questions, 

Mr. Barrie. 1 don’t want to ask a question at this point, but I 
would lke to thank the Secretary for his appearance here this 
morning. 

Mr. Vorys. I would like to discuss the t o that was mentioned 
last which, in Miy layman's idea, is the solution of Western E rope’ 
problems. Have you any idea how that chart would continue 1f vou 
put on one more quarter? In other words, is that blue piece staying 
on the plus side and getting any higher? 

Mr. Anperson. [I would hesitate to guess o 
cuess, I think I would say it might be on the } 

; 


t. If I were forced to 
not quite so igh. The Kuropean ! 
efforts to sell ln overseas thira markets, It is, however, a littl hard 


to forecast, for example, the extent to which the United K 


or the French balance of payments positlo V1S-a-VISs 1 rd markets 
will permit them to convert some of those earnings into dollars, an 
there is also the question of savings as well. 

The development n the overseas territories of reasing suppiles 
of metals, for example, proceeding apace, In the end, t ( ter] he 
area as well as Europe will be increasingly able to acquire raw mate 
rials from nondollar requiring sources. An example is the develop 
ment of Rhode lank Copper properties, I think they will event ially 
contribute to Europe’s supply of copper in the sterling area group and 
thus relieve Europe, at least part, of t le necessity ot DU hg coppel 
in the Western Hem sp! ere. 

The same may be true eventually of aluminum. ‘The British are 


embarking upon what looks like a successful and rather long-range 
aluminum development n the Gold Coast. Today they must pay 
Canadian dollars for their imports of aluminum. When that pr ject 
is finished and contributing, they will be relieved 1 part of the neces- 
sity for paying dollars for aluminum from Canada, 

Those are typical efforts being made by our friends in Europe to 
help themselves in the presence of this situation. 

Mr. Javirs. Mr.Carnahan. Mr. Battle, do you have any questions ? 

Mr. Anderson, is it fair to Sav, al d I am only trying to st mulate 
your answer to this question, that the economie pol vy of the aq nis 
tration is to call for an extension of the Reciprocal Trade Agreements 
Act, the enactment of the custom s mip! fication bill? Just give us. 
as you see it, a statement of the foreign economi pol cy ¢ f this Natio 
so far as it has develo} ed. 


oO 


Mr. Anperson. I would like to answer preliminarily in this way. 
I ' , 
The President has sent a m Sssage t¢ Congress. with which you doubt 


less are familiar, on April 7, in which he recommended to the Congress 
the extension of the Reciprocal Trade Agreements Act for one year. 
In that statement, which I won't read as a whole, although if you 
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American policy is more important in this respect than the course 
which we set in our economic relations with other nations. A long- 
term economic stability of the whole free world and the overriding 
question of world peace will be heavily influenced by the wisdom of 
our decisions. As for the United States itself, its security is fully as 
depel dent upon the economl health and stab lity of the other free 


wish we can place it in the record at this point, he says, “No feature of 


nations as upol their adequate n ilitary strel eth.” 


Phen he goes on to say that his recommendaatiol s to be regarded 
as an interim measure in order to provide enol oa} time to evolve a 


foreign economic and commercial policy as a whole; that all aspects 
of it are obviously timate \ related one with the other and con- 

tute elements of the important policy which he will eventually 
recommend. 

Mr. .JAvirs. If the Re pro al Trade Agreements Act was extended 
for | year. to what extent do you think trade can replace aid in the 
ensuing fiscal year ¢ 

Mr. Anprerson. I frankly don’t believe the present Reciprocal Trade 
Agreements Act as such has, to use a phrase that we sometimes em 
ploy, very much more mileage In it. 

Phe act itself has pern tted the United states to negotiate a sub- 


stantial number of recripocal trade concessions, in which the United 
States has lowered its tariff by 50 percent from the rate in 1945. 
Enough of that has been done so that the remaining opportunities 
pursuant to the present act are relatively small in relution to the 
pr be iw rie Pherefore, | lieve that e President correct 
Wie he matnt ns that the extension of the act for | \ ards re illy 
not designed as a major mstrument of our Toreign economic policy, 
but that is rather an interim and hold-t line act in order to 
develop a more comprehensive series of well-considered proposals 
desis i to come to grips with th whole problem. 

Mr. Javirs. Then how does your department, which is in direct 

irge of this question, propose to stimulate trade so it will replace 
54 


Nin \ NDERSON If oun uit mate f¢ reion economic poliey is ndeed 


ae med to do that. and [ perso lly hope if will be so designed, we 
{ : our efforts—and indeed those of the executive branch as a 
whol n the presence of perhaps a rather extensive revision of our 
tariffs ventually. ean | urned to helping our friend ibroad in 
evi proper ner to u their own exports to the dollar 
area and their ow mip rts fre m the nondollar area. 

() f t rreat ot ice tO} example, fa Ing aA Kuropean exporter 
who res to enter the United States market what is ealled the 
“"@e ane cla e” in 7 le present leo station. I we ld hope that even 
tually whatever legislation is recommended would substantially modi 
f ryp ips l e that cl 

Phe effect of the “escape clause” is that a European manufacturer 
oO! Uppy raced at 1] rie with the 1 k that if he makes a sub 

vestment. o1 | ( nals rtalke the large etfort required to 
heo to develon } \ e} mn ir} et. he mav find h mself suddenly 
eut off upon the ec pla nt of an American industry who alleges injury. 

In certain cases such allegations are indeed true and we should 


earefully weigh what represents, in the lone run, the best interests of 


our economy as a whole. Nonetheless the effect of the “escape clause” 
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is a strong deterrent to the potential European or other exporter who 
contemplates entering United States markets. That is only one fac- 
tor, but one of considerable Importance In my OpmMIon. 

You speak of the Commerce Department’s efforts for the future. 
One of the important ways in which this dollar gap can be relieved 
In part over a period of time is, of course, the stimulation of American 
capital in sound investments abroad, as shown by the yellow sections 
of those charts. 

Through the efforts of the United States, both with regard to our 
own laws in this country and with regard to our influence and assist 
ance to our friends abroad, we must persuade them, if they are gel 
uinely interested in the investment of American capital and produ 
tive enterprises, of the ne-essitv for adopting certain reasonable atti 
tudes and pol C1 and to see to it that those policies stick. ‘| hen | 
think we can expect | oradual Improvement im the « limate of invest 
ment abroad, particularly in those areas where such an investment 
would stimulate production and would stimulate the ability of those 
countries to export larger quantities. 

We in the Commerce Department think oul relationships with 
business and banking, which is the primary relationship of the Gov 
ernment with those sectors of the economy, is such that we are pecu 
liarly well suited to undertake a major effort in that direction. 

Mr. Javits. Do vou feel, Mr. Anderson, as we have heard some testi 
mony on thi before, that s me inducements in the wav of tax pro 
visions, will have to be made in order to reall timulate Amerk 
private investment abroad ¢ 

Mr. Anperson. I think it might be very helpful As you know 
very well. of course. there is a certain risk of double taxation of 


Income earned abroad, whic hy IS taxed ibroad and ther subseaue ! tly. 


in part, taxed in the United States as well. 

There is the question of the definition of income versus amortiza- 
tion and depreciation in the several countries which, I think. ould 
be carefully restudied. There is even the rather thought-prove 
notion, as suggested by a private tizen the other day, that pe ips 
the instrument which has been so successful here domestically, namely, 
accelerated amortization, could be applied. 1f vou ose to do - to 
those American industries and private enterprises which contemplate 
investment abroad but whe ar ot able to look very far ahead 
thi ir risk thinking. Perhaps without If bate ubstantial Jos 1 
the [ nited States Treasury, t might be Teasible to sllow a certa 


accelerated amortization of that investment balanced against domest 
earnings, thereby paying lesser taxes now. Sut, if the investment 
pans out wellovera period ¢ i t me.the] reas iry, throug 1 repatriat 
would recoup any losses of the earlier vears. 

It is a rather novel idea, and one, I think, which deserves to be 
thought out a little bit. 

Mr. JAVITS. It IS an idea | have been workn FS Ol mvself It S 
analogous to the 5-vear amortization we give for defense faciliti 
This would also require a certificate that it aided the foreign policy 
of the United States. I think it may prove feasible. 

Mr. ANDERSON. I think it is a somewhat coi ip! cated matter but. 
in my judgment, it deserves study. 
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If we are serious in our belief, and I think we should be, that the 
nterests of the United States will, in the end, be greatly served if 


r reservoirs of capital are increasing |y capable of sound invest- 
ibroad, then what we can do to st imulate those seems well worth 
eful thought in all directior 

Mr. Javrrs. Do you see any real possibility of trade replacing aid, 
th all the things that we have in mind to do during the next fiscal 

Mir. Anprerson, Those matters are obviously slow in their cumula 
effect. if. is Indieated n his statement, the President adopts 
w of and recommends a forward-looking and rather liberal 


Lai tl ide policy for the Uy ted states, al (| if we vet the coopera 


f others in t free world, then I believe that we can move for 
id 1 tualiv. but sure . toward a greater degree of balance Of 
timately we will come to the corollary where there is an 
of imports of goods and services over exports to permit the 
ir payment of interest and dividends on investments and the 
it Ol ot ipital. 


Mr. Javirs. The corollary must be added, must it not, if the Con 
plements the President’s recommendation, in time ? 

Ir. ANpERSON. Yes, naturally 

Mr. Barriz. As a matter of fact, I think Mr. Javits was getting at 


truth that this 1s the 0 al to shoot at over a lo r-range period, 
if rthana realist 1 bility for tl yeal 
Mr. Anperson. I think that correct, sir. Obviously, these ques 
tions of foreign econo! policy are very broad and far reaching. 
R ( } ot built 1) ad: 1 ial vy effect ( foreign economnk 
} V ott I l ted St tes i! ol by | ekly lie\ l. 
Mr. Barrie. I am for this general policy I can’t see it coming 
ibout very quickly. Let me ask you one specific question. Tain from 


coal producit @ region. There is a bill up before one of our com 

vhich would restrict greatly the importation of certain types 

of unrefined oil because it is hurting our coal industrv. in addition 

her os that are hurting 1t, a d may hurt our oil 

trv, and so forth. What would be the situation if we passed 
that hill ? 

Mir. Anpgrson. Are you referring to the so-called Simpson bill? 

Mr. Battier. Yes. 

Mr. Anperson. We are, I might add, preparing ourselves to testify 
mt it bill at the inv tatiol of the Appi 
l YY il May. 50. 1n a St e, what IT sav nov s anticipatory and 
not fully implemented with the work which we are doing on it. 


opriations Committee, begin 


I think it is fair to say that starting, perhaps, at the bottom of the 
ler, a evere restrictilol - ontemplated bv the Simpson bill on 
e importation of residual oil, which comes mostly from Venezuela, 
would be a very severe blow to our Latin American policy of 
ittempting to work, tradewise, on a liberal basis with our friends in 
Lat n America. 
might easily, in fact, create a situation in Venezuela favorable 
to those elements in Venezuela 
of the oil ndustry. The public resentment which such a blow at 
the very basis of the Venezuelan economy would creat against the 
U7 ited states would constitute the kind of atmosphere in which 


such ill-considered and basically unwise proposals are apt to find 


‘ 


which might advocate nationalization 
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temporary popular favor. Oby iously, any move of this kind in Vene 
zuela would be opposed to her own best domestic Interests and would 
bhieht her present oreat prosperity and eCrlo ishy cloud her bi ont 
outlook for continued economic development. Quite aside from 
bringing the present phenomenal growth of the Venezuelan econor 


] } t 


to a halt, nationalization or reprisals which stopped the continue 


prosperity of her oil industry would be to our own great disadvantage 
in the United States. Venezuela's eoreat pool of o1| the eren 
source in the Western Hemisphere, and its continued cooperatiy 
development s in the } { il nterest of V eZuelu and the | hited 
States. 

On the domestic scene. IT believe such action would cause at 
fuel costs In certain sections of the east coast and ¢ pecially 1 Ne 
England, which relies largely on the importation of residual fuel o 
from Vene nuela nstead of othe fuels. purely o1 the bh : oT econol 
considerations. New England, as you know, already finds it difficult 


to compete with other areas, stemn ng in part Trom het fuel and 
power costs, 

The question of whether or not the passage of that bill would 
translate altogether the fuel oil uses into coal 
opinion. 

So, I think our Investigations will reasonably establish that the sub- 
stitution which is contempl: ted here will have a net, unfa rable effect 
upon the American economy of rather substantial proportions, and 
in addition to this a very dangerous situation with respect to 
Venezuela. 

Mr. Barrir. Does Venezuela have other ways for paying for the 
goods that she gets Trom the United States ? 

Mr. ANDERSON. Venez ela is a rathen unique coul trv, is vou k Ow. 
Roughly 98 percent of its foreign exchange is derived directly ¢ 
indirectly from the oil industry. 

The reduction in Venezuelan dollar revenues which would result 
from this import limitation cannot be readily determined wit 
yrecise accuracy, but it means that Venezuela will have that many less 


dollars to dispose of, and her economy is built largely around import 


of goods. There would be a reduction in United States exports to the 
extent of whatever the ficure might be. 

Mr. Barrie. It would possibly mean our trade would be red 
that much ? 

Mr. Anperson. It would, indeed, sir. 

Mr. BATTLE. I waht to, while these gentlemen are here, comme} 
you and the represel tative of the OIT for the job you have done on 
this limitation of trade going behind the Iron Curtain. 

Mr. Anprerson. Thank you, sir. We have tried to do that as well 
as we know how. It is not an easy thing. 

Mr. Barrie. Have you had pretty good cooperation from Ame! 
businessmen on that ? 

Mr. Anverson. Very good, indeed. They understand the problem 
very well. There are almost no complaints. There are complaints, 
sometimes, in the sense that they Say they are being hurt a little bit 
by us, but they understand it. The most recent example, I might add, 
was a small group which is engaged in the very important field of 
antibiotics. This gentleman came in gladly and willingly and worked 
with us for several days, tooth and nail, to iron out as many of the 
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problems in that rather delicate situation as could be done, and offered, 
as the major producers in this country, every cooperation in the 
operat ons abroad. 

It has been a source of real help and satisfaction. 

Mr. Javirs. Mr. Vorys has some questions. 

Mr. Vorys. This is all very interesting, Mr. Anderson. It is true, 

nt it, on th s tariff business, that our tariffs are lower than those ot 
these western European countries who are talking mostly about this? 
Can you name any western European country which has a lower 
tariff average than the United States? 

Mi ANDERSON. | have some tables on that. I am not sure whether 
Mr. Simpson has a copy of them here. They were published a while 


ago The table shows the percentage of the tariff take to the total 
imports Of The respective countries, There are 2 or 5 E iropean coun 
ti which are somewhat less than the United States. 

If true that the United States measures fairly low. But. on the 
othe nd. we have certain number of rather high tariffs. In fact, 
they are so high that they are pretty hard to jump over. The result 1 
1 it the woods doi ‘t come in and yo don't vel the imports where you 


figure vour tariff take as a percentage. It is a hurdle that has to | 


( t he percentages. | re are, thus, very great 
} S ¢ se] ( 1 \ lor maverage heures concerning 
I ff levels L VE y Oo essarlly @ive the greatest welgnt to 
Tie ri) ( ] oO} wi enter Tree o qadutyv. o1 if low duty 
Co { give | a volume import 
; 0 ( O \ \ is T am sure you 
ft ( tive 0 eP1C to tent il rt which fail LO 
col hecause tariff e@ Si is to pl bited 
perfectly true, of com that in the last 20 vears, since th 
oric uit | it Was passed nad its operatiol Ly Yvan to get underway. 
; tariff o ne ered 
Mi Vorys. Not onl] lower, but on at tatist il bas s, our tariffs, 
t tarmtls, are lower than the collective aver ve or actual tariffs 
fe) I: rope | wire th ims correct When vou get bevond 
lsay, “Well, our figures don’t lie, but we would like to explai 
{ tf herure cl t te Tive ole story.” you get into speculat on. 
j (NpERSON. | ed to apprise you of the facts behind the bare 
ho () l Ve \ rrect The countries 
i oul generally spe vk 1, the Ben 
( t = 0 trie 


Mr. ANperson. S tudies of comparative tariff levels as have 

’ lertake e failed to develop material upon which sound 

bey (Aside from the difficulties inherent in esti 

t the tariff level of a single country, an international comparison 

“if es the problem of olatinge, evaluat ne, and comparing wide 

( roe es the extent and method of levving impo t duties, penalty 

itis aut exemptions, protective element internal taxes and 
re tat wWiing quantitative strictiol 

r4iditio to the K rope tal {i tfructure, cd due to the dollay 

shortage, as Mr. Southar po ted out. they have imposed certain 

restrictions over and bey | tariff questions to eons rve their dollars. 

se take the form of quotas o1 actual embargoes. 
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For example, the United Kingdom has a complete embargo against 
American automobiles. They just haven't enough dollars to do it. 

Mr. Vorys. All 1 want to do is keep my own thinking straight. I 
think there is a lot more talk given to tariffs in the solution of our 
common problems than the subject warrants, because our problem gets 
into these other things, embargoes, blocked currencies, and so forth, 
that are rather lnportant, For instance, in the interest Ing table you 
have up here, the slump in our imports came in 1949, when we had 
aslump. I have been told by experts from your department over the 
years that the 
perous here. 
thing. 

Mr. Anperson. There is no question about that because a slump 
naturally affects our willingness to buy. In addition to that, an 


biggest factor In our Inmiports is whether we are pros- 
TY 


hat will atfeet om Imports more than any other one 


other Important element is prices. 

Mr. Vorys. Furthermore, your chart up here shows that our imports 
increased during the period that we had the escape clause in effect. 
So the escape clause has not been a deterrent to the increase in our 
imports, is that true / 

Mr. Anperson. That is, 1 think, an oversimplification It is true, 
of course, that even in the presence of the escape clause, people do 
send things in that are subject to tariffs. However, 55 percent of our 
Imports are on the free list. 

Mr. Vorys. Our list is far higher than that. We always hear two 
thirds of the items are on the free list. 

Mr. Anprerson. In actual numbers, it might even be higher. In 
volume of dollars, it is about 55 percent which comes in duty free. 

Mr. Vorys. Before we leave this chart, does that show the increase 
In prices caused by the inflation starting about June 1950, or is that 
allowed for ? 

Mr. Anperson. No: it is not allowed for. This is the raw data. 
and is not corrected for prices, 

These charts which show the whole United States balance of in 
ternational payments include data on capital movements and other 
financial transactions which cannot readily be expressed in constant 
dollars. They reflect the actual transactions as they occurred. For 
example, when an American importer draws a check payable t 
Australian wool exporter, he, of course, draws it in current dollars. 
On the merchandise trade, however, we can distinguish pretty well 
the influence of prices, and can measure changes in the volume of trade 
after allowance for price movements. Some of these charts which I 
am about to show you have some interesting lines which bear upon 
that subject. 

Mr. Vorys. As to any chart, from June 1950 on, we have to make 
allowance in our thinking for distortions because of the Korean war. 

Mr. Anperson. Of course, that is true. So the trend line in this 
particular chart does reflect changes as well as real in the volume of 
trade. This little chart indicates what has happened to average prices 
of our exports and imports, and also what has happened to the real 
volume of our foreign trade. Here are the values in dollars. This 
is 1946 through 1952. Our exports to the rest of the world are these 
figures. This is by quarters. That little line is military aid. When 
you take a look at the price situation, you find that our exports rose 


an 
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1! ilue per unit, our price index rose, until 1948, and then has been 
relatively stable for the remainder of the period. 
i s other line in dex of the volume of exports 1n constant 


Quy mports, on the other ha d. due to t e 1 ( n the cost oft raw 


materials, ! irge part, rose, to be sure, during that same period, 
but kept on rising. So, you can see that the value of imports in 
These veal I Ss peel very ostant lly nerensed Dy ly oner prices. 
he rise the volume of imports was relatively moderate. 
I think I ve other chart here wl h will be h Ipful. This sepa- 
1 


rats a Tew commoditi Here are mports., Yo see here that coffee 
went up very substant Unfortunately, I don’t have the price 
dex of cotlee. We don’t have to have it. because we all know that 


1 mics f coffee rose during tha period nad a | the quantity that 
= nort. to some ex 

Sugar has remained pretty stable. Here we have our nonferrous 
metal Due to the war situation, that rose substantially. Here is 
( etroleum. Crude ber went up. There, again, in part, it was 
due to the price picture. Here is newsprint: somewhat the same. It 


vou some notion of the character of this 
These are exports and imports by leading trade areas. Here is 
our Latin American stor Our imports are rising; exports are rising. 
Phere were favorable trade balances in there when they had a lot of 
money left over from the wat they couldn't spel ad. \\ ith Canada, we 
fl ite back and forth, d to individual circumstances. The Far 
East reflects this situatio 

Mr. Javirs. Mr. Anderson, may we have copies of all those charts 
for the record 

Mr. ANpERSON. Y¢ 

Mr. Javirs. Without objection, they will be inserted in the record 


4 


this point. 


(‘The documents referred to are as follows: 
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FROM 1946 THROUGH 1952, 


ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee 










-4, U.S. Exports of Goods and 
Ka Services totalling #123 billion were 
B financed through.... 


$78 billion worth of U. S. 
imports of Goods and 
Services, 


U. S. Government Aid 
amounting to $36 billion, 


$ 


Private U. S. Resources 
ond Disbursements by 
international Bank ond 
Monetary Fund, of 
$11 billion, 
ond 
Foreign Reserves 
of $2 billion 
z% 





NOTE: Errors and omissions of 4 billion 
excluded from data. 
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UNITED STATES EXPORTS AND IMPORTS, 1946-52 


BILLIONS OF DOLLARS 
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U.S. BALANCE OF PAYMENTS WITH 
WESTERN EUROPE 


Billions of Dollars 
2.5 _ 












Total U.S. Exports Exports of Goods and Services 
of Goods and Services Excluding Military Aid 
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UNITED STATES 
MERCHANDISE EXPORTS AND IMPORTS” 


VALUE OF TRADE 
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UNITED STATES LEADING EXPORTS 


MILLIONS OF DOLLARS 
0 500 1,000 1500 2,000 2,500 3,000 
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UNITED STATES EXPORTS 
OF LEADING COMMODITIES 


BILLIONS OF DOLLARS 
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UNITED STATES LEADING IMPORTS ” 


MILLIONS OF DOLLARS 
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UNITED STATES | 
IMPORTS OF LEADING COMMODITIES 


BILLIONS OF DOLLARS 
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Europe is Chief Export Market... 
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LEADING UNITED STATES 
EXPORT MARKETS, 1952 


BILLIONS OF DOLLARS 
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UNITED STATES EXPORTS AND IMPORTS 
BY LEADING TRADE AREAS 


BILLIONS OF DOLLARS 
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EXPORTS BY PRINCIPAL COUNTRIES 
AS PERCENTAGES OF 
TOTAL WORLD TRADE 


PERCENT OF TOTAL VALUE 
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WORLD EXPORTS - 
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Mr. Barrir. You mentioned a while ago that the United States had 
certain high tariff barriers. Which ones are the highest ? 

Mr. ANperson. I don’t profess to be very much of an expert on t 
Mr. Simpson, can you name Ine a Tew ot the very highest ¢ 

Mr. Barrie. What particular articles ¢ 

Mr. Anperson. There would be the wool May we supp 
of the highest rated group for the record, Mr. Battl 

Mr. Batrir. That will be fine 


” Mr. Javirs. As well asthe m jor sources OT suc! 
(‘The material referred to is as tollows:) 
I \ SECI (‘OM\ 
WW H it ij i 
e The Hor JAC K. JA S 
Ho Repre i) D. ¢ 
I M JAVITS: I submitting ( nl el on I S s 
tar rade e1 vith 2 upp 
bef H e Sub } ] i g 
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United States itmports for consumption of selected high-duty commoditics in 
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Mr. Javirs. Thank you very much, Mr. Anderson. We appreciate 
your giving us your time. 

Mr. Short, would you like Mr. Paarlberg and Mr. Schwenger to be 
sitting with you? 

Mr. SHortr. That would be fine. 

Mr. Javits. Mr. Short is the Director of the Foreign Agricultural 
Service, Department of Agriculture. 

Mr. Short, I think you have gathered by now we are interested in 
learning the place of agriculture in the fe ‘ign economic policy of 
the United States. I see you have a prepared statement. Would 
you like to read it, sir? 


STATEMENT OF ROMEO E. SHORT, DIRECTOR, FOREIGN AGRICUL- 
TURAL SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. SuHorr. If you please. 

] ap prec iate the op portunity t oO appear before your committee this 
morning in connection W ith your con a ation ot oul fore gn economic 
policy. 

As a farmer and a citizen, I have long been interested in our foreign 
economic relations. I will try to present to you briefly this morning 
the lines along which our thinking is developing about this field of 
work. 

Perhaps it would be useful to begin by stating what I consider to 
be the tremendous interest of the American farmers in our foreign 
economic policy. They are interested, In the first place, as ene 
of the United States, anxious to see this coun try meet the great chal 
le nge of its present position as the lea ling nation in the community 
of free nations. That eo ge must be met by exercising strong 
economic leadership. We can lead tow ard 
ration, or we can lead toward the withdrawal of each country into a 
degree of economic self sufficien \. lf we lead in the first direction, 
the community of free nations can have a sound and prosperous 
economic basis. In the other direction lies economic dismember- 
ment and internal conflict. To me, it seems as clear as can be that 
we must choose economie collaboration. 

This decision is less difficult than it might seem, because it is in the 
self-interest of the United States, and of American agriculture in 
particular. The biggest market for the American farmer is the 
domestic market. A high level of international trade is in the inter 
est of the American economy as a whole. It enables us to produce 
most efficiently the things we are best capable of producing and to 
depend on imports for the things we can obtain more cheaply by 
trading our products for them. 

The American farmer’s direct interest also leads him to support 


ereater economic collabo 


expansion of profitable international trade. Our agricultural exports 
make up about one-fourth of all exports from the United States, and 
this market is of great importance in determining the prices and 


incomes received by American farmers. 

Last year we exported some 40 percent ot all our produ tion of 
cotton, wheat and rice. We exported about a quarter of our tobacco 
and lard. These items loom large in American agricultural produc- 
tion, and in our export pic ture. In addition, we exported considera- 
ble quantities of many other items over almost the whole range of 
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our agricultural production: feeds, livestock. and dairy products, 
I t ed 1} otnel 

1) o ent \ r, our exports are running more than 
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on 1 il e, Vi i} present to ve la factual analysis 

( our Toreign trade 1 nicultural products, wit! particular refer 
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be O isional surveys of imKketl ror othe om ditie such as lard. 
SOV DE s,and eitru i pe: tobac . cotton, wheat. grain sorghum, 


and rice in the Far Feast: and dairy products and tobacco in South 


Competitive producti has be le the subject of survevs n 
the Mediterranean Basin for citrus and tobaeco, in Africa for cotton. 
vegetl ible ¢ lseeds and toba¢ oO. a lin A 1. To! tobaeco and rice. I be 


leve that this work should be expanded and put on a more regular 
basis. An experienced corps of commodity specialists of this kind can 
be ot great aid ! fil a am ) rarket O} port) nities for private traders. 
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The Op portun! ty for agricultura | attaches and commodity Spec al 
to be useful to our trade, is greater today than it has ever been 


es in our history. This is true partly because our agricultural 
exports are so import: nt, but especk ally because = Ln port gY govern 
ments 1n sO Inany foreign countries now take a irect hand in dete 
mining what Day be purchased. The represel itives of American 


agriculture abroad can do invaluable service in workin ow th fore on 
governments in regard to trade. 
As long as countries make the quantity of trade a matter of gov 


ernment decision, we mst do our best to nfiluen e that dec Sion 
In our favor. But it is to be hoped that this is a temporary situa 
tion. This process leads to more ind more government pla O 


To the extent that a ryoverhnment controls it mports, it has to pla 

how much it will import and where it will come from and how it will 
fit in with the pattern of disti bution of domestic production The 
decisions regarding imports influence the profits of domestic pro 
ducers and the costs to domestic consumers. Ihe government Ss 
drawn into the decisions regarding these matters. In this direction 


hes increased planning and increased government interference in 


private enterprise. It is my feeling that we must try to move in the 
other direction. We must move toward freer channels of trad 
both export and import. 

About 20 percent of our agricultural exports now go to the 
dollar areas, principally Canada, Cuba, the Philippines, Vei iad. 
and a number of other countries of the Wester te IIS] ae in 
the se countries, the only Important vovernment intervent on affecting 


our exports is that of tariffs. Under the re iprocal trade agreements 
program, which the President has indicated he wishes to continue, 


pending his reexamination of the whole field of economic fore 
policy, we have reduced those tariffs and our ow tal ths very 
sider: ib ly. Our exports to the dollar area are Growing, oh a com 


mercial basis, along with the increase in population and standards of 


living of the area. In this area, our efforts to help private enterprise 
be directly effective. 

Kighty percent of our agricultural exports, however, go to the 
SO called soft curreney countries. The vovernments of these cow 
tries control lmports from the United States to protect their balances 
of payments and to conserve their dollar supply. The citizens of 
those countries, with money they would like to spend on p (I 
of the United States, have to get a government license before the 
convert that money into dollars, in order to spend it. They ne 


of our products than they buy, but they tel] us that they annot fi d 
the dollars with which to pay us. This situation of ineonvertib Ly 
was an outgrowth of the war and the period of reconstruction after 


the devastation of World War II. However, one of its pri pal 


consequences has been to prevent competition, This has distorted the 
pattern of international trade. The protected producers these 
soft-currency countries have not had to stand competition from t! 
dollar area, They sometimes vet extraordinal lv h ol) price Tol - 
ferior production. This increases costs, even for the export ind 


tries in those countries, by attracting enterprise and labor and capital 
to the protected industries. ‘T 
port industries to compete in dollar markets and reduces the number 
of dollars the country can earn The longer this condition of in- 


a 


his cuts down the « ipacity OF U ex 








260 FOREIGN ECONOMIC POLICY 


convertibility continues, the greater the problem. This interferes 
with the healthy expansion of trade—both exports and imports. 
Under their trade agreements with us, these countries have pledged 
to take the measures necessary to restore their currency to converti- 
bility as soon as possible. Unfortunately, it is not clear that they 
always give enough rein to the constructive, dynamic forces within 
their countries which would work toward convertibility. Statistics 
are cited to prove that they cannot; but statistics may not always 
show what they could do. JT firmly believe that we and our friends 
abroad must find a way to break this vicious circle and to restore con- 
vertibility among our currencies, if there is to be a satisfactory eco- 
nomic basis for continued political and military strength in the free 
world. I should make clear that I am not talking about absolutely 
free trade. It does seem clear to me, however, that government. in- 
tervention in trade, through tariffs and quotas, and all other devices 
that have been invented in recent years, should be kept to the mini- 
mum. For these devices to be applied, widespread, over long periods 
as an adjunct to monetary controls may spe ll the end of freedom of 
private enterpr ise in trade. 

here is another important phase of our foreign agricultural eco- 


nomic policy. Its effect on our foreign exports and imports is of a 
long-run rather than an immediate character. It is, in my view, one 


of the best and most important elements in our policy, from the point 
of view of our international economic relations, as awhole. ] refer 
to our technica! assistance program, under which we help under- 
de velope “«l foreign countries to use their resources more effectively, in 
order to raise their standard of living, and become better and more 
} rospe rous p artners in th e communh! L\ ot free nations. 

There is a close relations hip between the deve lopment of an area 
and its volume of trade. The best markets are those in which there 
is the most purchasing power. The United States has exported at its 
highest rate to developed countries. In 1951, for example, the people 
of the developed areas bought from the United States, on the average, 
$18.49 worth of goods per person, and those of the underdeveloped 
areas only $4.89 worth. As the total economy of the underde veloped 
areas 1s stre noethe ned | \ technical assistance, it can be expected that 
they will become better and better purchasers of American exports. 

I sincerely believe that, over a long period of time, the technical 
cooperation program will result in a broader base of trade between 
the United States and the countries receiving technical assistance. 

In any comprehensive study of our foreign economic policy, it will 
be necess ary to ni ike the utmost effort to reconcile the policy vy of trade 
expansion with our agricultural programs in the price field. It is 
essential that we do this in the long-run interest of agriculture, and 
for the welfare of the country asa W hole. The problem is a difficult 
one, but one thing is clear. It eal be solved much more readily in an 
atmosphere of generally expanding trade among the nations of the 
free world than :n the present atmosphere ot cvovernment contro] of 
the quantity of trade in most of the free world. 

In this connection, I would like to mention one aspect of our trade 
controls in the United States which is of particular importance. I 
refer to the complications and delays associated with our customs 
procedure and classification. For many items that the United States 
could buy without injury to domestic industry, the problem of deter- 


i 
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mining just what duty is applicable is subject to so much delay and 
uncertainty that businessmen are discouraged from trying to establish 
the trade. This type of barrier presents particular diffic -ulties for the 
expansion of trade, because it is so intangible and difficult to deal with. 
It is very important for us to simplify our customs procedures and 
rely on the tariffs themselves for the protection intended. 

In conclusion, I would like to say one more word about the interest 
of the farmer in reducing trade obstructions, with particular emp phasis 
on our own tariffs and quotas and customs complications and delays. 
The economy of the United States grew in an atmosphere of trade. 
In a nearlier period of our history, we imported the capital and capi- 
tal goods to build the greatest industrial machine in the history of the 
world. We paid for those imports by exporting our agricultural 
products and raw materials to the highly populated countries of 
Europe. Our high tariffs were an obstacle to this trade; they increased 
our costs of production. While we were a debtor nation, with a heavy 
outward payment to se ttle each year, we manage ‘d to prosper, nonethe- 
less. That changed when we became a » choline country in the First 
World War, and we have had to send enormous sums abroad in one 
form or ot her ever since, because we would not buy enough goods and 
services from the rest of the world to let them pay for our goods and 
services. We have given them the dollars, instead, to buy our sur- 
pluses of exports over imports. 

In 1952, we sent abroad goods and services valued at over $20 bil- 
lion, and took in less than $16 billion. To close this gap, we gave 
foreign countries about $2 billion in economic aid and $214 billion in 
military aid. We must take more foreign goods and services to avoid 
a continuation of this imbalance. 

Mr. Javits. Thank you, Mr. Short. Is that your statement ? 

Mr. Suorr. Yes, sir. 

Mr. JAvirs. Mr. Battle, do you have any questions ? 

Mr. Barrie. I have no questions. It is a very good statement. 

Mr. Javits. Mr. Vorys. 

Mr. Vorys. I am interested to hear the factual analysis of our for- 
eign trade as to agricultural products, which I understand Mr. Paarl- 
berg is to give. 

Mr. Javits. Mr. Short, I had just one question. What is the effect 
upon everything you have said of such restrictions and quotas as we 
impose upon agricultural imports under section 104 of the Defense 
Production Act, and under section 22 of the Agricultural Adjustment 
Act and as to certain subsidies which we give to our agricultural 
exports ¢ 

Mr. Snort. In the first place, may I address myself to section 22? 
When we entered upon an agricultural policy and program which 
supported agricultural prices at a given level, and these support prices 
became world support price levels or, in other words, a price-sup port 
program which was higher than the world price level on that particu- 
lar commodity, it became evident, in the Congress, that unless some 
control was made available on imports that that program would either 
break down or the program would become a world price sustaining 
program and, therefore, would be too expensive. 

Therefore, they passed section 22, which permitted us, under our 
international agreements, to enter into negotiations with our foreign 
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customers and cut off, at a certain point, imports in order that we 
would not destroy or render ineffective an agri ultural program. 

Phat legislation was not adi stered very promptly, and because 
of that. there came a demand for section 104, or a mandate on the 
Secretary of Agriculture to take steps to limit imports. That was a 

rect and pos tive action, and has been looked upon by other 
nations of the world with considerable disfavor. 

Wi ive had retaliatory measures take! hn at least one instance 
und a threat of retaliatio others. We feel that either through a 
strengthening of section 22, or more prompt action in the admunis- 
tration of section 22, it would be much preferable to a continuation 
of section 104, which is, of course, arbitrary and does not permit 
egotiations that are avaliable under section ZZ, and these restrictions 

innot be worked out in connection with our international agreements. 

Wi nk It Would be 1 : more preferable to operate what restric 
t1o!l mn L\ ecome necessary ier the hnterhnatiol al agreements pro- 
a Lf ection 2. 

Mer. Javirs. Thank you very Wit h. Mr. Sho If there are no 
other questions. we certa Vv appre te voul ) no. Would you 


Mr. Javirs. Mr. Paarlbere issistant to the Secretary of Agricul- 


ture. Mh Paarlberg, you ive a prepared statement. Do you desire 

STATEMENT OF DON PAARLBERG, ASSISTANT TO THE SECRETARY 
OF AGRICULTURE 

Mr. Paaruvere. I t k y might prefer to have it handed to you, 


Mr. Javirs. Without « , the s ene ll] be inserted in 


S 8) ] \ ~ P 
h D I { 
My e is Don Paarlberg S ( 20 I e been ; issistant to 
f | Le I was a 
¢ [ ] ] era l ve 
f M ‘ sist of prepar- 
ng ¢ I . l f f Congress 
] ( | I i i for SS rade 





POS N WIT! s N I L PRODUCTS 
Both our exports and our ir rts of agi t pl cts have been much 
! Wi War II than the ‘ r day Chis is true both in 
ad f 1} S j ities 
I [ ear (1951 S the \ ‘ ( ag eXpol eached a record 
> 1 Lie I h leSTi¢ 
) 1 ] ( ( d I for the 
I Ss wed b \ ( ( 
( 7 b I p aucts ported in 1951-5 $2.7 
resented such plementary produc not grown commercially in 
he | States as f The remaining $2 billion worth 
d sur ‘ nt vy goods s h as est k prod ts, sugar, 


we produce less than we consume, 
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During the present crop year (July 1952 throug! ne 1953), we are 
experiencing a sharp drop in agricu rts, ar a moderate drop in agri 
cultural imports We now es ‘ value of our total agricultural 
exports will d > from $4 bi n in t bout $2.9 billion in 1952-53 
Ag u ra mport iv di p fre $4.7 ) $44 1} ! 1 othe 
words, we esti \ rop ot pprox ely 2S De el r! ral exports 
and of © yp ent in agi ilt ‘ 

Our nonag 1 exD } ‘ ‘ ned ey t ) $11.5 
} l St we il are est t ( he ime ! 1 Ve The 
reduct nN @NX] of }p expo! ri : 
I ntained \ e ] \ gene rae fa ) d ve 
I es of commodit ce eting with | ed States exports 

Sires he w 1 ' ' 
bi nsiderably larger than our total imports, resulting in a so-called favorable 
trade bala ¢ 
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HE } I rT SIT ATION FOR I D STATI ] POT ( MMODITIES 

I sha how review briefly the rrent 1(>] OT ¢ ( 
modities. Wheat, cotton, and tobacco generally make up about two-th f the 
total value of our agricultural exports. In the past 2 years fats, oils, and eeds 
have contributed another 10 percent, and fruits at egetable ‘ ) percent 
the total. I shall mention each of these major export commodities in tur 

Cotto | n f I he | ed States d ng tl 2 rop 
year will pr 5 million bales or a tle large pared witl 
5.5 millior crop year. The decrease in United States exp 
was causer a of bout 10 percent in the supply f toreign ¢ n 
and by a sharp drop in the prices of foreign cottor 

During the first few months of the 1951-52 season, prices of foreign cotton wet 
higher than those for comparable qualities of United States cottor nd importing 
countries bought large amounts of cotton fron Pric f fore te I 
to decline in February 1952 and continued downward throug the remainade 
of that calendar year. Although the price of United States cotton also declined, 
prices of foreign cotton have generally been lower than those of United States 
cotton during the current crop year Consequent importing c tries have 
bought a larger proportion of f1 cotton fi ther exp I ha ley d 
during 1951-52. Our supported price has beer factor in this shift 

The Department is supporting the Maybank-Capehart bill, which makes avail 
able insurance on stocks of Americat tton and othe farm products held abt ad 
This insurance would provide protection, not now ailable, against such exti 
dinary risks as insurrection, seizure, at ( fi ( Availability of thi 
insurance would permit an increase in stock f tton held 


expedite the sale of American cotton 
The decrease in United States cotton exports has occurred in that part of our 


exports which are financed by free dollars Che mber I 
loans and grants by the United States Government to other countries w be 
about the same for both this year and last year, 1.2 million bales 

Grair United States exports of wheat and flour (in terms of wheat equiva 


lent), in the year beginning July 1, 1952, are expected to total about 325 1 01 


bushe This is sharply below the 475 n ion bushels of a year ago, due to a 
number of causes Stocks in manv E he beginning of the 
marketing year were larger that i result of favorab 





nada are larger this 


Last year export 
f 


wheat of export 


production and heavy imports in 1951 
year, reflecting a record large product 
from Canada were small as a result of reduced availability 
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quality. Also, last year crops in Australia and Argentina were small. The 
supply position in India this year is much improved and imports reduced 
compared with 1951-52. 

In the past 4 years participation in the International Wheat Agreement fa- 
cilitated the movement of United States wheat into export in competition with 
wheat from other surplus producing countries. This was accomplished by the 
payment of an export subsidy equal to the difference between our supported 
domestic price level and the maximum agreement price. The subsidy averaged 
62 cents a bushel and totaled well over a half a billion dollars during the 4 years 
of the agreement.. 

On April 15, an agreement to revise and renew for another 3 years the In- 
ternational Wheat Agreement of 1949 was opened for signature in Washington. 
As of April 17, 21 countries, including the United States and Canada out of a 
total of 46 countries, had signed. It will remain open for signing until April 
27. After that, the agreement will be ready for ratification by the various gov- 
ernments, including the United States 

However, the United Kingdom Minister of Food announced to the House of 
Commons on April 15 that it was the decision of their Government not to accede 
to the new agreement. Quotas for countries that do not sign will be subtracted 
from the total, and total import and export quantities balanced. Nations holding 
votes representing 50 percent of both export and import quotas must ratify the 
new agreement to put it into eilect 

The agreement calls for a maximum price of $2.05 and a minimum of $1.55, 
compared with $1.80 and $1.50-$1.20 under the old agreement which ends July 
31. Under present conditions the new price in terms of No. 1 Hard Winter, 
f. o. b. gulf is about $2.24 maxilum. On the basis of current costs of moving 
wheat from Kansas City to f. 0. b., gulf positions, this maximum would be about 
$1.98 for No. 1 Hard Winter at Kansas City 

Exports of feed grains for the 1952-53 (October-September) season are ex- 
pected to total nearly as large as the 4.7 million tons exported in 1951-52. 

Tohacco In recent vears exports have been an outlet for about one-fourth 
of the tobacco crop It is expected that about 450 million pounds will be exported 
in the current fiscal year—one-eighth less than in 1951-52. In the last half of 
1952, tobacco exports were down principally because of the reduction in the 
quantity shipped to the United Kingdom. However, during the first half of 
1953 a substantial quantity from government loan stocks will go to Britain. 

For 1953-54, tobacco exports seem likely to be as large in 1952-53 and perhaps 


a little larger. Favoring United States tobacco exports are its high quality, the 
comparatively low level of stocks abroad relative to consumption, and the im- 
portance of tobacco for collecting governmental revenue in a number of countries, 

Fruits rhe principal fruits exported from the United States are apples, 


pears, oranges, grapefruit, and dried fruits. Exports of fresh deciduous and 
dried fruits have been smaller in recent years than those before World War II, 
although exports of fresh citrus and canned fruits have been larger. 

Exports in recent years have been strongly influenced by export-payment 
programs under section 52 For 1952-53, export-payment programs are in opera- 
tion for oranges, grapefruit, and raisins. Even with the help of these programs, 
exports of fresh and dried fruits are expected to be somewhat smaller than in 
1951-52. 

Attached to this testimony is a statistical appendix which gives in summary 
form certain data on foreign trade in farm products. I will not now review these 
figures ; they may be used in reference. 

I wish to thank this committee for taking an interest in the export problems of 


our farm products 


UNITED STATES DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C., SELECTED 
STATISTICS ON FOREIGN TRADE 


Several of the tables in this document include rough estimates for the current 
vear from July 1952 through June 1953. The estimates of exports for the current 
year are based upon trends during the first half of the year and appraisals 
indicating prospective exports in the second half of the year. The estimates of 
nonagricultural exports and of all imports are based primarily upon trends in 
the first 6 months of the fiscal year 





FOREIGN ECONOMIC POLICY 265 


United States foreign trade 
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Value of supplementary agricultural imports compared with agricultural 
exports, 1914 15 to 1952-53 
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Value of foreign trade in agricultural products by leading groups, 1950-51 to 
1951-52 
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Imports (for consumption): Quantity of leading agricultural products, 


1936-37 to 1952-—58—Continued 
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FOREIGN-AID FINANCING: TOTAL UNITED STATES EXPORTS OF COTTON, TOBACCO, WHEAT, 
AND PERCENT FINANCED WITH FOREIGN-AID FUNDS, BY CROP YEARS, 1950 AND 1951 


Estimates of total United States exports of cotton, wheat, and tobacco and 
the proportionate quantities financed by foreign-aid funds are shown below. 
} aising these estimates, attention is specifically called to the fact that they 
relate only to direct foreign aid—that is, these estimates do not include any 
quantities which might have been financed or shipped as a result of dollar 
exchange created by military aid or other grant funds which were not directly 
ised for the purchase of agricultural commodities as such 











Cotton 
Percent fi- 
r r t Pot nanced with 
beg Augu tal Scala cald 
f 
ds of 
x Percent 
a 4,117 15 
) 510 4 
Lumanufactured tobacco 
I tf 
T 2 ance with 
\ be July I export ir 
Vl 
P. t 
4 4 2 
4 
Wheat, including flour 
I nt f 
Y J i with 
f f 
hel Percent 
3 47 
4,4 45 


Che above estimates include wheat shipped to India under a special program, 
{ 


Che a hipped was 71 n m bushels and the value was $170 million, 
Practically : f this wheat was pped in the July 1951-—June 1952 year 
Che above estimates do not iu de all wheat shipped under the International 


Wheat Agreement, but only that portion for which foreign-aid funds were used 


o cover the agreement price. Under terms of the International Wheat Agree- 
ment, 266 million bushels of wheat were exported in the year July 1950—June 1951 
and 255 million bushels in the year July 1951—June 1952. The subsidy payments 
nvolved in these Inter tior Wheat Agreement exports totaled $178 million 
n 1950-51 and $167 million 1951-52 Countries receiving United States foreign 
purchased 166 million bushe f wheat under the terms of the International 
Wheat Agreement in 1950-51. Of s amount, 110 million bushels were financed 
v fore aid funds 156 n bushels were financed with other funds. 
: | irchase 26 million bushels outside 
, ‘ S Comparable figures for 1951-52 are: 

I ll ( a | eign | na 171 million bushels; 
é bus | other sources, 
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Mr. Paar.perc. This is, in general, the statement about our net 
position with respect to foreign trade in agricultural products. It 
indicates that there has been a decline during this past year in the 
volume of such trade. This is associated with a number of develop- 
ments which differ from one commodity to another. 

With respect to cotton, which is a major export commod ty, the re 
duction in the volume of our exports has been associated with increased 
production of cotton in the various countries of the world. It has 
been associated also with a relative decline in the price of cotton in 
foreign countries, While our own price declined somewhat less, making 
cotton purchases more attractive abroad than at home. 

It has been associated also perhaps with the decline in the amount 
of financial aid given to other countries for the purchase of our 
products. 

With respect to wheat, which is another major commodity of agri- 
cultural export from this country, there has been a considerable de 
cline in exports. It is again the result of a substantial recovery in 
the agriculture of the rest of the world. 

It is perhaps of interest to this committee that we have been negot 
ating for some time toward a renewal of the International Wheat 
Agreement. A degree of agreement has been reached by the par- 
ticipating nations. A new tentative agreement has been drawn up 
which is being submitted to the various nations for acceptance or 
rejection. 

The prices under this new agreement are substantially higher than 
under the old one. The maximum price has been increased from $1.80 
to $2.05, which would substantially cut the amount of subsidy needed 
to export our wheat. 

This agreement has not been accepted by the United Kingdom. In 
fact, they have indicated they do not intend to accept it. This will, 
no doubt, require a reconsideration of the amounts involved. Neve 
theless, we are hopeful that we can continue exporting substantial 
amounts of wheat under the International Wheat Agreement, and 
that there will be a substantial reduction in the amount of subsidy to 
move this wheat as a consequence of the higher price that we have 
reached under this new agreement, 

Mr. Javits. Thank you, Mr. Paarlberg. Mr. Battle, did you have 
iny questions you would like to ask ¢ 

Mr. Batre. I would like to ask one que stion about wheat. Are we 
gsoing to have an e@eXCess of wheat this vear We may be called upo l 
soon for another program like we had before 

Mr. Paarvperc. What sort of program, Congressman ? 

Mr. Barrie. There may be some other countries who want to even 


up on this wheat situation. We made a loan of wheat to India Ind 
eations point to another country that may ipply to us for a whe 
loan this year. 

I am wondering what the situation is. Are we gon g to have 


excess or shortage, or what ? 


Mr. Paartperc. We will have a large s ipply. Our rryover on 


Julv 1 will be verv large. I think it will be 575 million bushels. Our 
crop this year will be lower than last year, but will till be large. It 
will be in excess of 1 billion bushels. So we will have substa l 


quantities of wheat. 








Mi 
Mi 


J AVITS. 


VoryYs. 
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ns dered that ourqu intities would he < ufficient SO that our 


vheat under the International Wheat Avcreement was 
m 253 million to 270 m Ilion bushels, although how with 


not accent yr the agreement, our allocation will be less. 
ought it d be sufficiently great to meet that highe1 


lL have grianced thi ua} nere to see f you touched on the 


I e! tuation. Mr. Paarlberge. It is one to which we are all alerted. 
L de t note that in your general statement. 
Mr. Paarteerc. That true I don’t have it in my detailed sta 
tist 
| ertinent thing with respect to butter is its potential rather 
I Tuality aS Tar a nipol are concerned In other vords, 
° 1) supported above world levels, the potential amount 
W that nigh price would attract in the absence of restrictions 
v l be verv great, indeed But the actual amounts involved up to 
t e been very sma relative to our total production. 
Mr. Vorys. I was told, arguing this with one of my colleagues from 
he Dairy Belt, that imported dry milk accounted for the break in the 
aomest price ¢ f butter I said, “Tt can’t be heese, because we have 
put up an embareo on cheese.” He said that it was drv milk that 
br the 1 et \\ t do ve von that ¢ 
\! P rBerc. I t that the total imports of that item were 
f} tly great to be re nsible for the difficulty in which we 
oul with respect to butte [ think the difficulties of butte: 
e fi other sour primarily the competiti1 of other domes 
wk f I ted States 
Ni Vorys ] ter sit { ! Ss prin irily a domestic problem 
tha re g1 a m¢ . 
Paartperc. That mv firm belief 
Javirs. Have we put any restrict on the import of butter ? 


PAARLBERG. Ye 


virs. A restriction there is p n on the dom 
f t} way | ia col plete el bargo ? 
RLBERG. That oht 
VITS Are there other questions 4 The committee will 
rned subject to the ill of the Chan 
1 it 12:13 p. m., the committee adjourned.) 
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THURSDAY, APRIL 30, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
SUBCOMMITTEE ON ForEIGN Economic Poricy, 
Washington, 1). 
The subcommittee met. pursuant to eall, at 2:30 p.m., in room G 
United States Capitol, Hon. Jacob K. Javits (chairman of the D 
committee ) presiding. 
Mr. Javits. The subcommittee will come to order 
The first witness is Mr. R. L. Woodcock, import manager, Ma | 
Kield & Co., Chicago, Il. 
Mr. Woodeo¢ k. ! am sure that the othe ot 1 colleague l] 
be here in a few minutes. We are very happy to have Mrs. ¢ 
one of my colleagues from your h 
to arrange for your appearing before us. 
You may proceed in your own way. 


STATEMENT OF R. L. WOODCOCK, IMPORT MANAGER, MARSHALL 
FIELD & CO. 


Mr. Woopcock. Mr. Chairman and ladies and ge a c 
you, first, for inviting me here today. 

The following comments reflect not merely the in porting ntere . 
but the total interests, of my firm, Marshall Field & Co., which is 
engaged in retail sales of consumers’ goods in the 48 States and abroad 
and in certain domestic manufacturing and wholesaling operatio 
Whatever value these comments may have will stem not so much from 
the nature of our business as from its scope. We buy from manu 
facturers, both domestic and foreign. We sell to customers who rep 
resent all walks of life. Since its founding 101 vears ago, the fi 


has held to the civic concept that what is vood for the commu ty 1s 
vood for business. We have a direct interest in the ultimate well 
being of everyone. And we feel we are well informed, for our daily 
worldwide contacts with manufacturers, sellers, buyers, and the public 
at large, are as close and frie dly as they are varied and compre 
hensive. I assure you we have no selfish ax to grind in this matter. 

Most of those to whom we talk seem now to be agreed o1 the ven- 
eral equation that unless we accept Imports in payment for our exports, 
we must finance those who buy from us, with giveaway aid. If there 
ire anv other alternatives, we are not aware of ther l. ] heg your 
pardon—there is one other course. but I doubt if it SO L We 


ould Ste p all foreion trade both export ind mports—a | thus 
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force our allies to trade with the Communist group of nations who 
are just waiting for the chance. 

Some of our friends are ce finitely in favor of free tr: ade, despite 
their own immedi ate interests which might dictate otherwise. Others 
are just as genuinely opposed to the influx of competing foreign goods. 
There also are is se who agree that in general the principle of free 
trade is correct—but not for them, not just now. Yet most of the 
people in all of these categories admit privately that in the long 
run, it is economically right that each member of society engage in 
the peeeeeen of that by which he can do the most good and in which 
he h the greatest comparative advantage, regardless ot political 
boundaries, be they national, State, or county. There are countless 
writings on this subject, one otf the most learned, vet most easy to 
read, being a small booklet entitled “The Tariff Idea,” by W. M. 
Curtiss, of the Foundation for Economic Education, Inc. Iam mak 
ing copies of this booklet available to all members of this committee, 
for L feel that it makes good sense. 

Mr. Javirs. Mr. Woodcock, if you would like to turn those copies 
over to me or Mrs. Church, we will be glad to see that they are 
dist1 buted. 

Mrs. Cuurcnu. I think it would be better if one of your subcommittee 
did it, thank you. 

Mr. JAVITS. If you will leave ft hem, J will see hat Cu h one of oul 
committee gets one. 

Mr. W oove OcK, It’s ) re idemiec: it’s bas cally practical for the 
long run. 

We are going through a difficult period In fore ign economic polic: Vs 
because the recommended programs seem poles apart, amenable t 
ho compromise or middle road. 

It is our contention, nevertheless, ~* there Is ohne answer, morally 
right. and therefore best for all of us in the lon a9 run. The need of 
the moment is to bridge the present gap between selfish interest and 
ideal interest. for at some Optimum point of reasoning they are one 
and the same. What we must agree on is a common goal, with a 


common set of guiding principles—for the long run. Until we get 
together on this score, any new, hurried legislation that changes the 


tatus quo is likely only to get us into deeper trouble than we now 


oe ae 

L s agree to be co stent at least in om gvoal, if not always u 
oul Saat If we fall short in certain steps in attaining this goal. 
( i rather long to overcome certain difficulties, that is a far lesse1 


. . ' } 
fault than not knowing where we waht to 2o, o1 than be Ine’ mcon 


ein the eyes of tho e countries we would have 


= a : ; saad 
I mea that we will have to state sincerely the pring iples under 
we wit find it necessary to invoke higher tariffs or other ob 

is ae at ace 
stacles to trade, as well as conditions under which we will find it 


Hin ice them. We must make them clear, but make them 
oht. the same as we would allow others to apply toward 1 
Now, lest you think I take no clear stand, I should like to oan 
hat s and, instead of wlan Ca alytic agent, play the proponent of 
What we think 1 1S the right course to follow. 
Permit me to quote In part Trom a letter written by the chairman 
of the board of Marshall Field & Co.. Mr. Hughston M. McBain, to the 


morally 
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members of the Public Advisory Board to the Mutual Security Agency. 
This letter was written November 3, 1952, and, despite the variety of 
opinion offered since then.still stands as our concept of sound foreign 
economic policy : 

For every dollar of business gained by the American industry through tariff 
protection a dollar is deducted from American exports, unless that dollar is made 
up by foreign aid taken from the pockets of the American taxpayer. Every 
dollar so handled is one more measure of “aid and comfort to the enemy,” 

We believe the United States, for their own good as well as that of the entire 


fe free world, must (1) reduce substantially protective and restrictive import t 
and quotas and (2) simplify customs procedures 
sv so doing, the United States will 
(1) Convince the world of our sincerity and belief in free enterprise 
e competition, 
(2) Provide the exchange by which American manufacturers can sé 
goods abroad, a stimulant to American business, offsetting the scuatte ! 
instances of loss * * from withdrawal of tariff protection 
(5) Allow foreign nations to do the shure in mutual defense, to 1 
ceive income as legitimate compensatiol not a harity, and to att: 
dignity, self-respect, and confidence 
(4) Reduce taxes on all Americans 
(5) Keep other countries of the free world from retaliating against ou 
restrictions and from diverting their trade to Iron-Curtain countries, by 
providing them with markets here Similarly, keep other countries in trade 
with us, from whom we one day may need strategic defense materials 

We will appreciate your Board's consideration of the foregoing points. I 
your own part, please accept our sincere thanks and best wishes for every su¢ 
in this most important undertaking 

Sincerely, 
H. M. McBant 

We were pleased that the Bell committee report embodied many of 
the points I have just read. We feel that its recommendations ap- 
proach that desirable goal of which I have spoken. 

Your committee will hear much from various special interests 
engaged in the production of one thing or another. 1 nfortunately, 
the great. body of your constitutents—the consumers—are not so 
well organized to make their voices heard. I think that in support 
of the many thousands of consumers who make our business possible, 

F it is fitting for a retailer to point out that the eventual removal of 
import barriers, by bringing retail prices down from an artificial to a 
realistic level, would restore justice to consumers—millions and mil- 
lions of them. They are the ones who pay the taxes that pay for for- 


eign aid. The consequent temporary inconvenience for a relatively 
few inflexible producers could well be considered the correction of an 
injustice previously established and long overdue to be remedied. 

Please understand that we favor no immediate and drastic steps 
by which great masses of American industry would be seriously dis 
located—for, as explained earlier, we are interested in the ultimate 
well-being of everyone. Any steps must be gradual, and subject to 
fair adjustment and self-control. But instead of riding off in all 
directions at once, or instead of compromising, let us determine hon 
estly our proper course, and start carefully on it. 

Thank you very much. 

Mr. Javirs. Thank you. 

Mr. Woodcock, you have made a very fine statement which we very 
much appreciate. 

Our normal practice is to have you answer some questions, if that is 
agreeable to you, 
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Mr. Javrrs. Mr. Battle. the senior member of our subcommittee 


( Live Democi ilk side is here. 


Mr. Barrie. Thank you, Mr. Chairman 


| yore ite vour testimonv. Mr. Woodcock 
| ime vour general trend of thinking would agree with this 
a Ol ore tl ie and less aid ¢ 


Mr. Barri If we ere to TOLLOW 1 ib policy and accelerate this 


' ss eG 
V. a0 you t K It We De Pos je tO ellminate our aid within a 
( ad ot -O or = ve irs 


Mr. Woopcock. I am aft | I wouldn’t be qualified to say. That 


Ml BATTrLI You I c it ould make a Col derable Impact upon 


( Kurope w pretty much of a defensive proposi- 
t e present t e because of Russian aggression / 
\I \\ DCOCTK Y« l | x V« l { ( ill rolling \ ad I 
| ( . { Ls La rad QO terial oO er ti 
e ba vw Ts ) Id embark upon any su 
' it we were og to get that 


i } t | ( \ I OS al bought by 
( e iM t trol 


\ \\ s 1 i oO 1eal 
Ir. \\ proe { ing to 
pric of ‘ g behind the Lron 
( ( pt uilding 


Mi \V oopCocK I l le ( ( is mal ot the neople 
I 


g ) \ } 

trying to put d of trade to operation, from so 

< ‘ rid t think the = iweth ecessitv of looking into that 
rect Chey mig ( 0 oul "s 

Mr. Barrie. Can we not get new sources of supply outside of the 

| ( be { e, Gre Britain gets ber ind grain from 

i aes a Would vw ot think there would be other 


Mr. Woopcock. Yi r I 
Mr. Barrie. } y about tax Would you 





| 
| 
| 
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Mr. Javirs. Mr. Le( ‘ompte has jus t come in. Mr. Woodcock is the 
import manager of Marshall Field & Co. Would you like to ask any 
questions ¢ 

Mr. LeComerr. I think not, thank you. 

Mr. Javirs. Mrs. Church— 

Mrs. Cuurcnu. I would say the gentleman’s statement has greatly 
contributed to the prestige of the 13th District. I would like to ask a 
few questions if I may. 

While I am sure everyone knows of Marshall Field, can you never- 
theless tel] us some thing f t] 1e volun 1e of busine SS ot M: ake all ik le ld & 
t50.% 

Mr. Woopcocrk. The net sales for 1952 were S225.600,000. 

Mrs. Crurcu. What part of that is imports? 

Mr. Woopncock, A very small portion, Mrs. Church. We have two 
large stores, as you know, in Seattle and Chicago. Less than 4 percent 
of that at the present time is imported directly. 

Mrs. Cut ia I asked that question, Mr. Woodcock, principally to 
point out that your expression in favor of “trade, not aid” comes from 
a —_ company in which the 4 percent of import does not represent 
in any sense an influence in your decision, 

Mn. Woopcock. That is right. 

Mrs. Cuurcu. Not that I think it would anyway, going along with 
your general intellectual integrity. 

I gather from what you say vou would be in back of the President’s 
} roposal for the Commission to study the whole change of impact of 
our foreign policy ? 

Mr. Woopncoc Kk. That is correct. 

Mrs. Cuurcu. Thank you, Mr. Chairman, 

Mr. Javirs. Thank you, Mrs. Church. 

Mr. Woodcock, you talked about imports as be ing desirable. 

Now have you any idea of the additional volume of imports which, 
for example, is included in the recommendations of the Bell com- 
mittee ? 

Mr. Woopcock. I saw the figure, Mr. Chairman, and I do not 
recall it. 

Mr. Javrrs. Perhaps I can refresh you on it. 

The Bell committee says: 

The changes in the United States laws and regulations governing trade that 
are recommended in this report should result over a 3- to 5-year period in the 
admission of somewhere between $700 million and $1 billion of additional 
imports, 

Now do you think you could give us any comment on the signifi 

‘ance of that in the American economy ? 

Mr. Wooncock. At the present time, I think that the amount of 
imports that come into this count ry represents some ann less than 5 
percent of the total national income so that actually that impact which 
the Bell report is speaking of there, even if it represented a doubling 
of that, which I doubt—and I am sorry I am not familiar with the 
total dollar figure—would still not be a very sizable portion of our 
total national income. 

Mr. Javirs. Now, you are perhaps in the best position of many 
who have testified before us to talk about consumers. 


32996—53 19 








284 FOKEIGN ECONOMIC POLICY 


What benefits can you see to consumers directly in what they 
buy, in some opening of our opportunities for imports? Perhaps you 
could even Name spec ific produ Cs. 


Mr. Woopcock. Yes, I believe I could, Mr. Chairman. 


We feel that the consumer has a right to pay as little as he can 


for an item and within our own economy within the United States 
you know that that is dor e. ‘] ne consumer is free to shop wherever he 
vi hes to shop and he « il iv att e lowest pr ‘e where he finds a piece 
or merchandise wt! ( i to b y, Whereve heis Vv lling to trade 
his dollars and cents 

When a duty is put on top of the cost of a piece of merchandise, ac 
tually we are inflating that price by what, to the consumer, appears 


to be an arbitrary figure and he has to pay more for that item. 


It is not enough for him to feel that, by paying more for the item, 
he helping maintain some industry which making a similar com 
pe ( ten nth country 

Now I dont think the lividdual consumer feels that way but I 
tl cin the long ru i iv llow me to use that phrase again— 
it to the interest not only of the individual consumer but to the 
entire country that he does pay as little as he can for that item be 
cause that t| measure of OW uch we are going to get out of our 
hati t hncome. 

Mr. Javirs. Could you give us some products, Mr. Woodcock? You 
said you} wmhta dIitl it would be very help il. 

Mr. W oopco a. Yes. i ve here a list of items which oul buvers, 
l 1! ivt pt oul i t \ { { ; 

After each item « itegol Oo! tenis | have the duty rate wh ch 
( uivel ive t i \ i to be applied agai t the merchandise 

( { brought into the | ted State I find ye thines here 
ol ch the sal ereatly unpered because of the duties on them. 

() struments, meras, bicycles, piece goods, certain toys, 
certa food produet e among those things which are slowed ip by 

d tvand they aree I ited Ot 1 Uno! to as ucha 5 percent 
Oot ¢ iL1O] | Oliie 
Mr. Javrrs. In those items do you feel the consumer on the whole 


My eAVITS Now. \Ir. Wi 1 eoe kx. would | he Dos ble To submit 


1 1 = oO tlie record ¢ s 1 it confidential In connection with your 
i acon 9 

Mr. Woopvcock. It contains some other figures, Mr. Chairman. I 
would be glad to give you that part of it which contains the descrip- 
ti nad the a t\ rate, ithouel I must say it has been taker directly 
from the big book entitled “United States Import Duties.” 


Mr. Javirs. If you would like to make it part of your testimony, 
vou can edit it and then let us have for the record what you think will 
be most Iu | nati vo, 

Mr. Woopcock. I will be pleased to do so. 

Mi Javirs. Without objecti: n, the information furnished by the 
witness will be incorporated in the record. 

(The document referred to follows :) 
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Marshall Field & Co 
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Varshall Field & Co.—Continued 
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Mrs. Cuvl r Lowe e] f I eould ask Mi W oodeor k to repeat an 
observation made to me } ( . Lhope I not asking for any 


divu ring ot col fident i] infor ation. ] Wwo der if you would fo 


hack oO oO C tery { t the present } } tuation of France 


and the fact that so little is presently imported from France. 


One of the most notable things in the import trade lately has been 
the creasing diticulty of getting sa able mere handise from France. 
We | now Ie} imce | n incla \ = very poor Col d tion. Yet when 
travelers from the United States go over to France they come back 
and bring back with them merchandise whicl represents excellent 
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value and they flock around the United States and they tell every 
body what wonderful merchandise there is over there and at what 
bargain prices they can get it. 

The reason they can get it at such bargain prices and bring it back 
with them is because it is brought into this country under their $500 
duty-free traveler’s exemption. Were they to buy that same met 
chandise at a retail outlet in the United States, they would have to 
pay 2 or 5 or more times the price that they did pay for the merchar 
dise over in France. 

Now if France could leeit I itely sell to us so} eof that l 


= mere 


so that we could put it into our re cular channels of distz bution wit! 


out the Imposition of these additional duties which thereby increases 
the price, we WoO ild be able to have those items at a good price for out 


consumers who cannot vet them any where else. That’s wl \ thev hke 
them so much. At the same time we would be helping F1 ince close 
this dollar gap which to them is a very great gap at the present time 
and which is one of the reason why their financial situation is so bad. 

Is that the comment that you were speaking of ¢ 

Mrs. Cuurcm. Thank you; yes. 

Mr. Javirs. Are there any other questions? 

Thank you, Mr. W oodeor kx. We certainly appreciate youl OMUNYS, 

Mr. Woopcock. It has been a pleasure. 

Mr. Javirs. Mr. Strackbein, 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, NATIONAL LABOR- 
MANAGEMENT COUNCIL ON FOREIGN TRADE POLICY, AND 
CHAIRMAN, COMMITTEE OF INDUSTRY, AGRICULTURE, AND 
LABOR ON IMPORT AND EXPORT POLICY 


Mr. JAvirs. You may proceed in your own way, Mr. Strackbein. 

Mr. Srrackpetn. Mr. Chairman and members of the subcommittee, 
I have not prepared a formal statement, Mr. Chairman, principally 
for lack of time. 

I understand that this subcommittee is studying or investigatn 
or inquiring into our foreign economic policy. Is that correct? If 
I address myself to tariffs and trades I will be within the confines of 
this inquiry; is that correct ? 

Mr. J AVITS. The purpose of thi subcommittee 1S. within the broade 
purposes of the Foreign A ffairs Committee, to deal with that portion 
of our foreign policy having to do with economic matte and you 
would be quite within the attributions of the subcommittee if you 
would deal with that subject. 

| might say, too, that the ubject of tariffs and trade berg dealt 
with by the Wavs and Means Committee. Our concern is with how 
it affects our diplomatic contacts abroad and the amount of foreig) 
aid both of which are within the jurisdiction of this committee 

If vou will just bear in mind our particular mterests and that this 
is a part of a study we are undertaking, we will appreciate it. 

Mr. Srrackeern. I will trv to do that. 

You have me listed here ’ el rman ¢ f the Nat onal Lal ] M 
agement Council on Foreign Trade Policy. 

Within the past 6 weeks there has been organized a group that is 


broader and more representative of American proau Ol that Ss 
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industry, agriculture, mining, fisheries, and labor—than the National 
Labor-Management Council. 

I appear here, therefore, in my capacity as chairman of the newly 
form edi nationw de C ommittee of Industry, Acr l¢ ‘ulture, and Labor on 
import Export Policy. 

That organization, while not yet completed, at its initial meeting, 
had representatives of industry and agricultural groups and labor 
groups who represented some 4.5 to 5 million workers directly em- 
ployed in agriculture or fisheries or mining or manufacturing. 

At that time we doped a declaration and I think that I could do 
no better at this time than to read that declaration because it is 
addre ssec to this general problem of our foreion economic policy, with 
parti ular reference, of course, to tariffs and trade. 

Mr. Javirs. Mr. Strac kbei ‘in, I hope 3 you understand one thing: The 
Wavs and Means Committee deals directly with tariffs. That is the 
American law on tariffs and all of its ramifications. I hope I have 
made it clear that for this subeommittee we are coneerned with 
the foreign eee vy of the United States and the extent to which eco- 
nomic policy is a part of foreign poliey, which includes foreign aid, 
diplomatic contacts, east-west trade, and similar questions of war and 
peace, and the relations between the United States and other countries, 

Mr. Srracksern. Even in considering our tariff and trade policy, 
of course, it is necessary to take into account some of these broader 
aspects that you have mentioned and I think that you will find in 
this declaration that we have done so. 

Mr. Javirs. Please proceed in your own way. 

Mr. STRACKBEIN. A} iationwide c: ampaign to sell the slog ran “Trade 
not aid” to the Ameri ‘an public was launched in this country sever: al 
months ago. The campaign has been carried on in newspapers, maga- 


zines, and over the radio and television. 
Ed torials. eartoons, colun ns, and speeches have spread the slogan 
throughout the country. The theme of the slogan is that the countries 


who are receiving dollar aid from us should be given an opportunity 
to repay us in the form of goods. The American public would thus 
be relieved of the burden of giving aw ay billions of dollars annually 
in the form of ete for which payment cannot be made. 

Recently Henry Ford IT endorsed the proposal and carried it to 
the extremes of free trade, thus endorsing a proposal that had pre- 
viously been advanced by the Detroit board of commerce as well 
others. 

The soundness or unsoundness of the “Trade not aid” slogan and of 
the free-trade proposal turns upon the soundness or unsoundness of 
several basic assumptions, as follows: 

1. That the producers and manufacturers of the United States, be- 
cause of the widespread adoption of mass production methods, have 
nothing to fear from foreign competition in the domestic market. 

2. That those of our industries and branches of agriculture who 
cannot compete successfully with imports are by that fact alone judged 
to be marginal, uneconomical, and, therefore, not entitled to support 
against annihilation by foreign competition. Employees displaced by 
import competition could be retrained for employment in ithe and 
more eflicient industries at public expense. 
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That American producers need expanding foreign markets to 
absorb surplus products and to assure prosperity, and that in order 
rs: more abroad we must buy more abroad. 

That the balance of international trade cannot be reestablished 
az we open yet wider our doors to imports, and that as a creditor 
country it is incumbent upon us to accept goods from our debtors if 
we expect repayment of our loans. 

That success in the struggle against communism depends upon a 
freer flow of trade among the free nations of the world, and that we 
must lead the way by setting an exrumple for other countries to follow. 

That our natural resources are dwi dling and that we should 
conserve them by Importing more. 

That domestic competition stimulates efficiency and is accountable 
in great part for our high productivity and that foreign competition is 
equally helpful to our economy. 

That our trade barriers are still high, and that we are too relu 
tant to buy imported goods 

These assumptions will be analyzed and answered in the order of 
their appearance above. 

Perhaps our large mass-production industries have, indeed, noth 
ing to fear from foreign competition at home or abroad. 

However, despite the boast of our superiority in production, or our 
superior productivity in such industries, this assumption itself is 
debatable. Instances of effective foreign competition With our mass 
producers can readily be found. But be that as it may,a great share of 
our production is not the output of huge factories con ‘entrated under 
one roof. It is the work of thousands of smaller enterprises and 
activities that in the aggregate cover the leneth and breadth of t 
land. They e mploy millions of workers. 

The w: ages In many of these smaller en terpr ises and pursuits com 
pare favorab ly with those made in the @iant industries. Howeve1 
their man-hour productivity is lower because of the nature of the 
product, its geographical dispersal, or failure to achieve full mechani- 
zation to date. 

Therefore, the smaller industries do in fact have much, indeed, to 
fear from unimpeded import competition. Experience highly sup 
ports this statement. 

Inability to compete with imports is in no case a presumption of 
inefliciency in domestic industry. Should our producers pay as low 
wages as those prevailing in other countries they would have little 
or no difficuity in competing. 

Retraining and moving of workers as suggested—for example in 
the Bell report—is expensive, wasteful, and in many cases cruel and 
heartless. It should not be undertaken in order to satisfy a dubious 
theory. The time when it would be most necessary to engage in up 
rooting workers and the liquid ition of enterprises would be precis ely 
the time least propitious for absorption in the mass-production saidiiee 
tries—that time being a buyer’s market. The mass-production centers 
would be faced with unemployment problems of their own without 
worrying about employment of workers retrained from other occu- 
pations. 

I may add here that in a seller’s market there is little occasion for 
that sort of retraining and relocation. It is when we go into a buyer’s 
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r those cireumstances 


es themselves are beset with their own 


ChHyoy the largest ictual al a potential 
a 3 y do not need exports in order to 
produ On. Now that is not the same as 


eX] ts or may not beneht Trom exports. 
production indust l am not talking 
eat. i want to make it clear that our 
Ouc to confer all the benefits of mass 
onflicts with the rorelgn market needs 

fro ch degree of export dependence. 
es, Wit thelr jarge i} uncial resources, 
rt Whe of ipita lesirable, than 
t¢ i\ y¥ to retrall workers and 

necial concentrations found in the mass 
Ol xible and more able 

) i | to reti employees than it is tor 


O SO. Many of these smaller industries are 
I , O hot ive the financial sul 

or retraining and building a new plant 

bu ess or some new products. The 

| eV ( iO SO. Asa matter of fact, in 


lopment departments they are constantly 
ts or improvement of present products and 
tor nator not the l lt of normal eco- 


l 11S] t y { 
precipitated by two World Wars. The 


pe \ ime et to exports does not 
een ! o})}y stimulated a they have been 
lo treat our trading position as if 


war and postwar period were normal 
economy trom its natural Moorings. Only 


could an artificial balance in our trade be 


e delaved the return of a balanced foreign 
vell on the road toward balance when the 
the trend. The road will be resumed if 


' ’ 1 
ince In the meantime would be 


mmol o other com tries and with the United 
desirable objective the struggle against 


need of a mass market in order to gain 
iuction may be recog! zed W ithout applying 


We do not suffer from the same disease. 
| | : 


market. Why then take the same medicine 


etting an ex imple to the rest of the world 
For reasons that will remain as cogent in 
‘conditions, as they are today, other coun- 


erecting new barriers or maintaining exist- 





FOREIGN ECONOMIC POLICY 297 


Ing ones. State-managed economies cannot accept laissez-faire in 
foreign trade, and there are many state nanaged economies 1n the 
world. 

6. Many ot our national resources may be approar hing the point of 
visible exhaustion. Over half of our total IMI port volume 1s already 
free of duty. These free-list imports consist principally of raw prod 
ucts. Our exports consist principally of manufactured products or 
semimanufactured and contain many materials that draw upon ex- 
haustible resources. Steel and copper are eXalpiles. Autom bile and 
2 milar hiass production eXports proauce a drain on these two ind 

liar resources, 


We « Xport more than we 11} ort. exports end mater als out of the 


country. Sending them Out ¢ 


7. Domestic competition does indeed stimulate efficient and higher 


f the country does not conserve them. 


produ tivity, ft the competit on fair rather than destt tive. Co 
petition a uch makes no distinction between the fair at i the unfair, 
the constructive and the destructive. 

Foreign competition that is fair is as welcome as fair domestic com 
petition. Means of assu ne the fairness of foreign col petit 

uld be applauded as much as those for assuring fair domestic com 
petition. National Min WnuUIn-wave laws were Ce ened LO preve nt the 
depression of wages as a means of underselling in the domestic mut 
ket If that Is vood pra tice at nome it should have eq il force with 
respect to POOdS produced abroad. \s competitive miports they tor 
can depress wages and at the same time break domestic prices and 
nitiate unemployment. 

8. Our trade barriers are no longer high. Our average tariff ha 
heen reduced, one Way ol ahother, bY Me ly (5 percent since the 
oD period. 

Now that reduction of 75 percent is in part atti butable to the fact 
that some of our duties are spec hie duties. Phat means so many 
cents a pound or a foot or a yard or a ton, and rising prices naturali 


have the effect ot reducing the meidence ot protection. The ract 


remains that the average dut es collected on ow miports ve been re 
duced by 75 percent in the last 20 years. Also our imports have ex 
panded impressively since before the war. Very frequently you heat 
the assertion that we refuse to import or that we shun imports; that 
we are not liberal in buying foreign products. 

Compared with 1937 and 1938, out per capita nport ihat meal 
allowing for our increase in population—have increased in physical 


volume by over 50 percent. 

These are records that are probably unmatched in the rest of the 
world. We have indeed gone too far in some instances. We mac 
wholesale reductions in our duties dum hg prosperous years, whe! 
competitive levels of imports could not be measured. In the meat 
tline we have helped build up the compet tive pos tion of tindusti 
n other parts of the world. ‘The brunt of that competition still lies 
in the future; but we must get ready for it by adoption of a workable 
remedy. 

Now, I have some comments that I would like to add at this point, 
Mr. Chairman. 

According to the theory of foreign trade that is the basis of the 
philosophy of free trade, every economy in every part of the world 
should produce the products for which it is best fitted by climate, by 
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resources, by transportation, by labor supply, skill of labor, and so on. 

To a consideraole extent as a matter of fact, we honor that principle 
by our system of free imports. However, in international competi- 
tion, there are elements and factors that do not constitute a national 
advantage of the kind perceived by the free-trade advocates. And I 
refer particularly to the different levels of wages prevailing in differ- 
ent see’ of the world. 

Now, it goes without saying that in this country our higher produc- 
tivi ty aston lower wage costs in other countries, in many instances, 
but it does not _— in all instances and not in nearly all of them. 

Other countries have adopted modern machinery and modern equip- 
ment and in many instances undoubtedly their r productivity per man- 
hour approaches our own very closely and yet their wages remain a 
ver y ce mnsider: ab le dist: ince be oy our own. 

The mere fact that woods can be ] roduced more a abroad than 


in the United States does not m a of itself th: those countries are 
producing those goods more cheaply bec suse they have an advantage 
in climate 2. soil, resources, and all the othe - factors of production, 


Their advantage may rest entirely or prine pally upon the mere 
fact that they pay lower wages than we do in this country. 

Now, in each case, eee facts of the matter would have to 
be determined industry by industry. Generalization is a very dan- 
gerous thing in this field. 

The consumer has been mentioned as ben re ntitled t uy asc heaply 
as he can. I do not see how such a thesis can po b ™ be maintal ned. 
According to that thesis, if we could import goods made by slave Jabor 
in other countries then we should be all too w illing to do so—to buy 
as che: iply aS poss! ible so that we co ld consume more diversely and 
have money for still other things to buy because we had bought certain 
juan 
In this country, where we have set up many cushions against de- 


press1o ~ where we have set up minimum wage laws and set up parit y 


goods ( 


prices for acricultural products, where we have established social 
security and unemployment insurance, insurance of bank deposits and 
other dev ices designed to kee ‘p the prices from bre aking through a floor 


that would be destructi\ in its decline where we have set up these 
controls in this country, at the same time in a very contradictory 
manner we have insisted on moving toward laissez faire in our for- 
elgn trade. 

That contradiction S hecoming exceedingly clear mn the field 
agriculture. While it may be less clear, it is nonetheless just as true 
in our industrial field as it is in agriculture. If we are going to have 


in this country minimum wage laws, collective bargaining, parity 
prices for agriculture, unemployment insurance, social security, bank 
deposit insurance and so forth, then it seems to me to be highly con- 
trad ctory to expose ourselves on the seaward side to undermining 
ompetition, 

Now that does not mean that we are to exclude imports. Too often 
the position which I represent is described in that manner. We do not 
advocate the exclusion of Imports. We do not advocate the unneces- 
sary restriction of imports. We recognize the necessity of imports. 
We think, however, that if imports can be placed on a basis so that 
they will come into this country at a fair competitive level, so much 
the better all the way around. In the end, the preservation of our 
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purchasing power in this country is just as important to foreign coun 
tries who export to us as it is to us ourselves. ‘They have a much better 
market in the United States when we are in a wood economic position 
than when we are in a depression. 

Mr. Javirs. Thank you, Mr. Strackbein. 

Mr. LeComte ? 

Mr. Battle ¢ 

Mr. Barrie. Thank you, Mr. Chairman. TI appreciate that state 
ment. 

Do you go alo ng with the Pp hilos ophy of tr: ade, not aia 

Mr. Srracxpern. I do not believe we should undertake to increas 
our imports by a measure that is taken from a source other thia 
normal international trade, and I think the amount of aid we extend 
abroad does not come from that source. IT think the demand for aid 
comes from a source other than within the zone of normal interna 
tional trade. The refore, | would ay that we should not use IMiport 
as a means of balancing this foreign aid. 

Mr. Barrier. I think as a general policy I would support the 
of less aid—more trade, or however you want to phrase it, but next 


/ 


week we are Foing to start hearn Ys on the for lg aid 
if we can take this idea as a guide for our vote this vear. You d 
that possib lv we had gone too far in the reduction of our tar ! 
riers. What items did you have in mind? What particular type 
of things? 

Mr. Srracksern. A number of industries in this country, manu 
facturing industries and agricultural groups, are finding the impor 
competition more and more difficult to meet and it is naturally 
pated that if there is not again some outbreak in the world that w 
increase defense spending, that the foreign countries will manufacture 
more woods than they have and will n ake oreatel efforts to find for 
eign markets than they have and that naturally the impact upon om 
own markets will be felt. 


When I say that we have already exposed ourselves too much, T do 
7 not mean that on an even front we have done so heeause you cam ot 
generalize in this field but in particular industries, application ay 


been made to the Tariff Commission for relief, under the escape law 
of the Trade Agreements Act, from the effects of hjyurious compet 
: tion. 

Mr. Barrier. Do you have in mind any particular industries that 
need relief now ? 

Mr. Srrackpern. I would assume all those industries who hav 
made application to the Tariff Commission have felt sufhic 
pact of imports to make an attempt to have that condition remedied 
and a list of those could easily be supplied. 

| coulk | give you a list of the i ind istries that are prese} thy appe 
before the Committee on W: ays and Means and making statements 
I do not know that I could go any farther than that. The informatior 
is available and I could make a listing if it is desirable. 

Mr. Barrie. It is not desirable. 

You indicated it might be difficult for us to compete if we continued 
to give social security, unemployment insurance, the minimum wage 
and other benefits to our workers. 


32996—53 
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Do vou favor continuing such benefits ¢ 


Mr. Barri Phat isall, Mr. Chairman, thank you. 


i j 
Mir. St 1 dict ne lite get your position clearly on foreign 
1) © ycontinue Torelg 11d é 
\ SPRACKBEIN. I i position which I occupy I have 
to expres \ ( ther o7 ot we ould continue forelg) 
Pers \ 1 woul “ves,” but I say nh my position we do not 
| ‘ ‘ O (| ( 
Lf there foreign aid, o1 ich an amount as may be regarded or as 
Vv be waved 1 ‘ arv. We fee] Lhat [ kOULd be extended as it 
eing extended and that the cost of it should be distributed 
c e people of e United States and not in behalf of one 
roup or anothel CLO Pp it is the result of war and postwar condi 
ire of inter to all peoples n the United states. his 
| iv be regarded as a de ayed charge oi the war. if the 
‘ 0 ( \ i] ve! vporne by tne populath as a whole I can see 
rea n why the « st. the delayed cost or the war, should not 
l Vy be orne a (| i tributed ¢ jually over the people who are 
ir | COL DY 
| virs. \V ia | ‘ ould ive \ ad, not trade, as 
Lora OL ‘ bra aid 
i , i [ do nk that would tollo Mir. Chairman. 
i s, W { ogan is designed to reduce ald, is it not? 
\ _ ( | \ i e an 4 rel Phat is w 
Cd edly lien ofFthe slog 
Mr. Javirs. Mr. Strackbein, I would also like to get very clear what 
Vou \ { e Congress to do. Shatl we extend the Reciprocal Trade 
Lore f Act ? 
\| ~ Cid zy. Ido t believe tha ( il 1¢ There is 
bore Congres \ onl le 10. 
| } Do ve l i red. Clie ¢ 
\l Ne) I \ \\ il pport of t r ear eXtle Sion. ves 
Mir. Javirs. The vear extension with what changes ¢ 
Mr. SrracksBern. The changes that we support are those that are 
t ) wed Sim] O! by I]. 
\I . > 1) es 1 il mean essent lly taking way from the Presi- 
on the pe point amendment and the addition of var 
er provisions with regard to oil and zine, lead, and so forth, of 
] character? Is that a tair statement with respect to that 
Mr. Srrackbern. As far as you have gone I think it is a fair 
It would take aw Ly from the President the discretion that he now 
exercises not only over the peril point but the escape clause. 


Now, of course, you iInderstand that under the Constitution, Con- 

ress regulates our foreign commerce and that the Tariff Commission 
rency of the Congress and not of the Executive. 

We have three other ratemaking agencies in this Government. 

the Interstate Commerce Commission, the Federal Power Commis- 


lions Commission. 
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Each of those Commissions makes its own findings and they are 
final. They do hot burden the White House with making the dle 
sions for them or determin he whether or not their decisions should 
stand or not. 


Now those agencies are also wencles of thr Congress and hot « 
the Executive. 

[ do not know just how this thing got into the power of the P 
dent n the first place, | do not believe it belo ows over there it 
not al Executive function. 

Mr. Javirs. Is it vour feeling that the tariff rates of the [ ted 
States will b oher or lower if th powel tale way ft 

‘ Preside ¢ 

Mr. Srrackeern. [ would expect the tariff rates to be adjustes 
iccordancs th the findings made by a com on W old 
publ c heal os and ii ikes an investigat n ot the facts 1n the ca 
and those Investigations, as vou understand, are made item b tem 


under individual applications, There is no process by which the 


tariff would be creased at the present time other tha DY legisla 
tion. Phere no proce under the escape clause Dy \ L ven i 
increase of the ta tk cor la he brought avout. Phere I hy y 
remotely compat ible to the international conferences by wh i the 
til {fs were red ed. 

I) these internatioi il conferences thousands of items were red 
t one time in conTterences. But in the reverse process or a remedy 
or restoring some of those rates in whole or in part to the prey ou 
levels, the approach ne it at a time, and the Tariff ¢ 
tukes up l vear on each item. 

At Clie yresel ime it would take thousands of years to restore the 
tariffs to the levels from which they have been cut, and, of cow 
nobody has in n L cle & that 

Mr. Javirs. The findings of the Taritl Commission are ba 
whatever endangers domestic production without regard to how eco 


nomic it may be: is that right 4 


} l 
CKI IN. No: the ] \ | TO ft tt) 


l 

Mr. Javirs. Then, the President is required to deno ( it rea 
tion and thie refore the duty will go back to wher { belore 
agreement was negotiated 4 

Mr. Strackpern. The Tariff Commission itself makes a reco 


dation. That is if it finds there erlous injury or threat of 
then they make a finding, either that the taritf should be fully restored 
or partly restored, or they could establish an import quota. And 
for such time as mav be nec sary to prevent or remedy ul 
Phat is the present sj stem. 

Mr. JAavirs. Under your views, the President should have to carry 
out whatever the Tariff Commission finds; that correct / 


Mr. Strackpern. That is essentially correct. 


Mr. Javirs. Now. vou said, Mr. Strackbein, that this committee of 
industry and agriculture—— 


Mr. Srracknern. May I modify that: I think the Congress should 
retain control over the tariff. That possibly means goin 
ther than my previous answer indicated. 

Mr. JAvirs. Now you said this Committee of Industry, \oriculture, 
and Labor on Import-Export Policy had representatives of 4.5 or 5 


Oo 
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million workers directly employed. How long ago was this committee 
organized ¢ 

Mr. Srracksern. No; the organizations and groups that answered 
the call of the meeting represented that many employees. That many 
people employed directly in agriculture or industry or mining and 
fisheries 

Mr. Javirs. How old is this committee ? 

Mr. Srracknern. That meeting was held on the 5th of March. 

Mr. Javirs. Very recently ¢ 

Mr. Srracknern. This year. 

Mr. Javrrs. Who issued the call for that ? 

Mr. Srrackeern. I issued the call for it. 

Mr..Javirs. What is your business, Mr. Strackbein 4 

Mr. Srracksern. I am presently chairman of the National Labor- 
Management Council on Foreign ‘Trade Policy. That is an organiza- 
tion that is composed of management and labor groups jointly repre- 
sented on the « ounell, PTOUpSs W ho are intereste d Mn and concerned over 
Import competition. 

Mr. Javirs. Isthat your line of business ? 

Mr. Srrackpern. That has been, yes. 

Mr. Javirs. You are not in any other business but running these 
? 


orea ZATIONS 


Mr STRACKBEIN. Well. | have one other representation, the Allied 
Printir oa] rades, a oroun of AFL unions. 

Mr. Javirrs. When you say representation, just what business are 
you ll ¢ : 

Mr. Srrackpern. I am registered under the Lobbying Act here, if 
that will answer your question. 

Mr. Javrrs. You said something about farm exports, that you were 
not part ( ularly concerned with that. 

Is it not a fact that the products of the farm rely heavily on exports ¢ 
According to the Bell committee report, 38 percent of the cotton in 
the country is exported; 37 percent of the wheat, 25 percent of the 
tobacco. 

What do you think would happen to American manufacturers’ sales 
in this country if farm exports should be badly cut, even worse than 
they are being cut now / 

Mr. Srracksers. Mr. Chairman, I did not say I was not concerned 
about farm exports. I say as far as meeting export markets—I dis 
tinguished between our mass-production industries and cotton and 
tobacco, and so forth, which have traditionally exported a large part 
of the r prod iction. 

Mr. Javirs. Do you think under present world conditions we could 
continue to enjoy broad export markets for farm products at the same 
time that we hold down on our imports 4 

Mr. Srrackprin, The extent to which our mass-production indus- 
tries insist on competing more and more for the dollars that other 
countries manage to get, the extent to which they insist on competing 

iore and more with our farm products overseas, the tougher it will be 
to sell our farm products over there. 

Mr. Javirs. Now, we are talking about farm products. Do you 
think that our farm-product exports will suffer more than they are 
already suffering if we tighten up even further on our imports, which 
is what you are recommending ? 
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Mr. Srrackpsern. No. 1, I question that what I would advocate 
would cut back our imports materially. We just do not want them to 
take over the whole market. We want protection against their taking 
over our whole market and keep them within reasonable bounds. 

Mr. Javirs. Are any reasonable, responsible people like the Bell 
committee suggesting that imports take over our whole market or that 
we open our whole market in that way ¢ 

Mr. STRACKBEIN. They are suggesting a movement toward free 
trade and exposing our industries to foreign competition. If there 
are Industries which cannot stand up against this foreign competition, 
they suggest that we take the capital out of those industries and 
rechannel them into other more productive fields. 

Now, they themselves do not know how far this will go. I for one 
do not know how they can conclude that there will be only sixty or 
ninety thousand employees affected by this program. 

Mr. Javirs. And you believe that this impact which you describe 
will result from the admission of somewhere between—I am quot- 
ing from the Bell report—*700 million and $1 billion of additional 
imports in a 3- to 5-year period” 

Mr. Srracksern. I would like to see the slide rule by which they 
arrive at that conclusion. I cannot arrive at any such conclusion. 
I would not know how to go about it. 

Mr. Javits. You do agree, however, that if there were a serious 
impact in the reduction of farm exports that it would have a real 
influence on our mass-production industries’ domestic market, would 
it not ? 

Mr. Strrackpern. It would, of course, and our agricultural prod- 
ucts are already suffering from a decline in exports. 

Mr. Javirs. Do you see any connection between the amount they 
are suffering already and the fact that we are not taking a somewhat 
more liberal line on exports 4 

Mr. Srrackpern. No; I do not. 

Mr. Javrrs. You see no connection whatever ? 

Mr. Srracxpern. No; I do not. 

In spite of our extension of foreign aid, these exports are declin- 
ing. What do we have to do to keep up these exports? 

As I have said before, to the extent that our mass-production indus- 
tries insist on competing more and more in the foreign markets with 
our agricultural exports, the harder are our agricultural exports 
going to find it to be sold in competition. 

Mr. Javirs. You said something about the consumer. You said 
you agreed he should buy as cheaply as he could but not at the expense 
of “slave labor.” 

Do you seriously believe that anybody in authority is recommend- 
ing that consumers profit by slave labor ¢ 

Mr. Srracksern. Well, Mr. Chairman, again I do not think I 
said what you say that I said. 

Mr. Javirs. Well, vou tell 

Mr. Srracxpern. I said that the principle that the consumer is 
entitled to buy where he can buy the cheapest would lead to a con- 
donation if ths it is the word —of buying the goods prod iced by slave 
labor. The principle certainly would, 

Mr. Javits. Do you believe in the specific items upon which there 
are high tariff rates like earthenware and crockery, table, household, 





ECONOMIC 


indow blinds, chairs, seats, 


and bamboo, and so forth. 
consumer should be required to 


~even if it be uneconomic ? 


e cost To protect the dome 


tems as being oriental 


those parts of the 


ot entitled 


turer and 


sutlicient 


from the Far East, 
of rattan furniture 


hey have low lal or 
n one-tenth of what 


in this cCOUNLrY to 
at a price that the 
is sufficient to pay 
] 


n him a reasonable 


Carry on a certall 


hat character should 
ndustry lke that 
vhere the powers 


muh Consumers take 


lor weSTl product 


pi ate Che 


pl 

to a slow death o1 

erlod OT Time, 

the interests « f the 
might be COSTING 


Consumers 
I 


he Japanese <1tua 


e to spend sl bilhon 


; course, | 





mi think they ought 
t to find some way 


very bad stricture. 

al d Formosa is 
n to the east-west 
ntries. This is by 
noe Japan off from 


ems more than we 


e market now than 
0 South Asia. But 
insist that she do 
l agree with that- 
Ss a national policy 


They ought to be 





FOREIGN ECONOMIC POLICY 305 


Mr. Javirs. Mr. LeCompte, have you any questions? 

Mr. LeCompre. I am enjoying your series of questions, and most 
of mine would be along the same line, so you just go right ahead. 

Mr. Srrackpern. I would like to add something on the east-west 
trade because that did come up. 


Recently, the Assistant Secretarv of State for Congressional Rela 
tions in a speech in New Orleans referred to the east-west trade 


bet ween Kurope and the lron Curtain countries as represt hting about 
a third of their trade. 
The highest share of east-west trade of any country was that be 


tween Germany and Russia and the other Tron ‘Curtain countries and 
that was not over 15 percent—not over 15 percent of the total trade, 
import and export. In fact. it was quit evenly balanced. About 15 
percent of German exports before the war went to the [ron ( talh 
countries, Including Russia, and something lke 13 or 14 percent of 
her lnports came from there. And no othe country, Including the 


United Kingdom, France, Benelux and all the rest of the Europea 
countries had greater than 5 percent of her total trade with the lron 
Curtain countries. 

I think it is easy to overestimate the importance of the east-wes 
trade in Europe. The Japanese situation is very serious and there 
IS ho question about it. 

Mr. Javirs. Mr. LeCompte—— 

Mr. LeCompte. I was only going to ask a few questions because I 
am interested in your con lusions. 

I did not understand exactly, Mr. Strackbein, what the organiza 
tion Is that you represent. 

That is a voluntary organization of management and 1Do \re 
they industrialists / 

Mr. Srracksern. That is correct. 

Mr. LeCompte. Large industrialists, and also large labor organiza 
tions ? 

Mr. Srracksern. Well, I would say not the large ones, no. The 
smaller ones. 

The larger labor org nization S are in o lr mass produ tion indus 
tries, such as automobile manufacturing and steel manufacturing and 
electrical equipment and so on. ‘That is most of the large ones are. 
There are some others in our building trades and our transportation 
that are fairly large. 

Mr. LeCompte. Of course. as the chairman explained. this is not 
the Ways and Means Committee and we have no jurisdiction as far 
as any Tariff Act is concerned or any extension of trade agreement 
would go, but we do have a wide field of jurisdiction in the field of 
investigation. 

Now the chairman spoke about exports of farm products. I come 
from a farm area. 

L think the chairman will agree with me, we have lost to : 
siderable extent the foreign market for our products of the Middle 
West—cattle, beef, pork and pork products. They do not go to 
Europe any more. 

Now does the tariff have something to do with that? Do our trade 
agreements have something to do with that ? 


l 


The chairman did quote figures for some farm products like tobacco 
and cotton that are exported quite largely but the products ot the 
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Middle West where I live do not goto Europe. Not very much. Not 
very many cattle or beef products go to Europe any more. Not much 
pork or pork products go to England at this time. Corn is not ex- 
ported in great quantities. 

Mr. Srracksetn. A good part of the tobacco or wheat exports were 
stimulated by ECA funds, and other funds made available. Wheat 
particularly because of the hunger that prevailed in postwar years 
throughout the world. 

Wheat exports have not been as stable as cotton exports. They 
have fluctuated over the years and have not been as reliable as cotton 
and tobacco. 

Mr. LeCompte. My State produces more dollars’ worth of beef 
cattle than any other State but when I was in Europe I could not 
find American beef in England, France, or Italy. 

Now what does the tariff have to do with that ? 

At one time, an immense amount of products from the Middle 
West went to England and France. 

Mr. Srrackpein. I assume there is a greater importation of Argen- 
tine beef. 

Mr. LeCompere. That is true. 

Mr. Stracksern. And Canadian bacon. 

Mr. LeCompere. I am not finding fault with the situation. I wish 
it were different. I yield to people the right to buy where they please, 
but what does the tariff have to do with that ? 

Mr. Srrackxsern. I do not believe our tariff has anything to do with 
it. I would say trade restrictions overseas and bilateral trading 
arrangements, Empire preferences, and things of that kind are in- 
volved; the bulk trading arrangement of England with Argentina and 
similar devices. 

Mr. Li ( ‘OMPT E. Not speaking now of the produc ts of the Corn Belt, 
unless there are some tariff concessions, how can we capture the foreign 
markets¢ I mean for American products of the industrial plants. 

[ am just asking for information. I do not want to start an argu- 
ment at all, because I do not know. I think you know much more 
about it than I do. 

Mr. Srracksein. In spite of all our tariff reductions in the last 20 
years, the other countries have more tariff restrictions against imports 
than they had before. Now I do not blame them for it. Much of 
them are in balance-of-payments difficulties and these things are nec- 
essary to prevent the draining away of their dollar exchange and 
other hard currency exchange. : 

I do not think if we removed our tariff completely—not for a minute 
do I believe the other countries would follow suit and I am not advo- 
cating that they do it. 

Mr. LeCompre. Still, remembering that this is not the Ways and 
Means Committee, trade agreements call for concessions on the part 
of both countries; do they not ¢ 

Mr. Srrackpein. They do, but other countries have in more in- 
stances than one given a reduction in tariff duty and then nullified 
the concession by some other process such as import quotas, or systems 
of import licensing or a bilateral trading arrangement with other 
countries where they agree to buy from another country certain quan- 
tities and volumes of products in return for selling them certain ones, 
which is discriminatory in character. 
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Mr. LeCompre. Of course, in any negotiations I think we have to \\ 
keep in mind the high standard of living in America, the interests of 
a high wage scale for American labor as compared with a low-wage 
scale for places in the Orient, but there are some things that can be, 
in the very nature of the case, produced better in America than any 
place else and some other item that can be produced elsewhere rather 
than in America. 

Mr. STrackpein. That is very true and a good part of our trade 
rests with exactly those items. 

Mr. LeCompre. I have no further questions. 

Mr. Javirs. Are there any further questions? 

Mr. Barrie. Mr. Chairman, I asked all the questions I wanted to 
before you got started. 

Mr. Javirs. Thank you, Mr. Strackbein. 

(The following was subsequently submitted for the record :) 


THE NATIONAL LABOR-MANAGEMENT Councn 
ON ForeIGN TRADE PoLicy, 


Washington, D. C., May 5, 1958. 
Hon. Jacon K. JAvits, 


United States House of Representatives, 
Washington 25, D. C. 

Dear Mr. JAviTs: In view of the interest that was exhibited in the list of 
organizations and groups of industry, agriculture, and labor that responded to a 
call issued for a meeting on March 5, I enclose herewith a list of the organiza- 
tions that participated in the meeting. In addition, there were some other 
organizations that participated in a second meeting, held on April 25. I also 
enclose that list. 

I request that these lists be printed in the record immediately after the close 
of my testimony. 

I want to express my appreciation of the courtesy shown me when I appeared 
before your committee, 

Sincerely yours, 
O. R. STRACKBEIN, Chairman 


LIST OF ORGANIZATIONS REPRESENTED AT MEETING ON TARIFFS AND TRADE, 
WASHINGTON, D. C. Marca 5, 1953 


Almond Growers Exchange, California 
3and Instrument Manufacturers, Domestic, Tariff Committee 
sicycle Institute of America, Inc 
Book Manufacturers’ Institute, Ine 
Bookbinders, International Brotherhood of, AFL 
Camillus Cutlery Co. 
Cattlemen’s Association, American National 
Chemical Manufacturers’ Association, Synthetie Organic 
Chemical Workers’ Union, International, AFL 
Chemists’ Association, Inec., Manufacturing 
Cherry Growers and Industries Foundation 
Maraschino Cherry and Glace Fruit Association 
New York Cherry Growers’ Association, Inc. 
New York State Canners and Freezers Association 
China Association, Inc., The Vitrified 
Coal Association, National 
Coal Association, Southern 
Cordage Institute 
Cotton Manufacturers’ Institute, American 
Dairy Industry Committee: 

National Cheese Institute 

American Butter Institute 

National Creameries Association 

Milk Industry Foundation 
Diamond Match Co., The 
Fig Institute, California 
L‘ish Canners’ Association, California 
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Fish Cannery Workers and Iishermen’s Union, Pacific Coast, AFL 
I erie Association, Massachusetts 

Fis en’s Unio Atlantic, AFL 

Fishery Products Division, National Canners’ Association 

] Ve e!l Owners’ Association, Inec., of Seattle 

bjorid Fruit & Vegetable Association 

( Worke Union of North America, American Flint, AFL 


s, Ime National Association of Leather 


Hat M cturers A ‘ tion, Woo 
{fatters’ Fur Cutters Association of the U. S. A 
Ha ip and Millinery Workers’ International Union, United, AFL 
Hot H se Vegetable G1 el National Association of 
I berly Clark Corporation (paper) 
Manufacturers Association, Ine., American 
Meat Packers Association, National Independent 
Me Packers Association, In Vestern States 


Milk Producers Federation, Nation: 


Oakville Co, Division, Seov Manufacturing Co. (metal products) 
Opti Manufacturers Association 
Dsayre nd Pulp Association, American 
u & Pencil Association, Fountain 
um Association of Ameri Indeperdent 
*hoto-Engravers’ Union of North America, International, AFL 


‘ Assoc on, United States 
t Lighter ¢ (cigare lighters) 
ler f \ “ n, Na 
ieyvi Is M s Co alu un 


and wire goods) 


~~ 
L 
— 35 
t 
- = 


1 er sso tion 

Seafare International Union of North America, AFL 
f d ucers’ Association of New Bedford, Inc. 

Shenango Pottery Co 

S t Growers (citrus) 


i Research Foundation 


\ nut Growers Association, California 
\ li tute he 
\\ rew il str United States Wood Screw Bureau 
\ ( ve As tion, Na nal 
\ G rs, Pacific 
NTED AT MEETING APRIL 25, 1953 
Ame in Mining Congress 


Ant cite Institut 

k M liacturers Associ: of America, Inc 
National Sm Business Men's Association 
{ ted Textile Workers of America, AFL 

ed Wall Paper Craftsmen & Workers of N. A., AFL 


STATEMENT OF ERIC JOHNSTON, CHAIRMAN OF THE INTERNA- 
TIONAL DEVELOPMENT ADVISORY BOARD 


Mr. Javrrs. Mr. Johnston, 1 ld you proceed in your own way. 
Mr. JouNnston. My name is Eric Johnston. I am Chairman of 
‘International Development Advisory Board; adviser to the Pres- 
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ident and Secretary of State on the polici ies of point t, I am also 
president of the Motion Picture Association of America. I own four 
small businesses in the Pacifie Northwest, with an aggregate employ 
ment of bet ween 2,000 and 2,500 people. 

I do not have a prepared statement. I understood you would 
like to ask me questions. I would like to give a very brief statement, 
however. 

We are living in the last half of the 20th century, and the sceptor 
of world leadership has been thrust into our hands. ] don't think 
most of us wanted it, but we have it just the same. We find our 
selves in compet ition for the minds of men with lmipel alistic, eX 
pansionist communism. That competition, In My Opinion, will run for 
a long period of time. 

Mr. LeComprr. Competition with Communist countries? 

Mr. Jounsron. With imperialist communism. I think this com 
petition will run for a long period of time. 

I think that we are living in a glass fishbowl] and that everythi g 
we do Is seen by the rest of the world. | think it is no long r poss ble 
for us to talk of freer trade among nations ancl 
principle. 

I am one of those who believe that the human wants of mankind 


contrary to that 


are insatiable. The question is how to provide an opportunity to 
meet them. 

A great revolution is going on around the world—a revolution that 
perhaps some of us in the United States have not thoroughly com- 
prehended. It is a revolution based on the desire for the benefits of 
the 20th century. 

I believe that the foreign policy of America, although not clearly 
enunciated—and I wish that we would clearly enunctate if I believe 
ihe foreign policy of America perhaps is to export the good things 
of the 20th century to other peop les. It would be a mistake fo S 
to export but a portion of thos Se cood things. 

I think people should have the opportunity of achieving for them 
selves a materially higher standard of living, which I think promotes 
and strengthens freedom of thought and freedom of worship and 
freedom of the individual. 

Now all of this is inextricably bound up with trade. I believe that 
to achieve our goal in the world, in the latter part of the 20th century, 
it is essential that there be greater trade among nations. 

Now this oreater trade can only | ve ach leved Ly developing the hat- 
ural resources and through indus trl alizat on mn other areas of the 
world. And by the development of these natural resources and by their 
industrialization there will evolve a much larger trade among peoples. 
This, L believe, will approac h fulfillment of some of the thines which 
the last half of the 20th century can bring to the world. 

Therefore, I think it would bea mistake not to extend the Recipro il 
Trade Act for another year, as is, pending a study by a Presidential 
commission, as | unde rstand General Kisen| ower has recomme! ded, 
of the whole foreign polic V of America 

So, | woul: | strongly recomn end that the Reciproc al Trade (Act be 
renewed without change for another vear. 

If these are any questions you would like to ask me. I would be clad 
to answer them. 


Mr. Javits. Mr. Battle ? 
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Mr. Barrie. Thank you, Mr. Chairman. 

I appreciate your testimony, Mr. Johnston. 

We had previous testimony to the effect that we had possibly gone 
too far in our tariff barriers. Do you agree with that general thesis? 

Mr. Jounston. Too far in our tariff barriers? 

Mr. Barrie. Yes. 

Mr. Jounsron. With the Smoot-Hawley law, we went much too 
far with our tariff barriers. We have revised that considerably under 
the Recipro il Trade Agreements. We have revised tariffs consider- 
ably downward. I think the President of the United States recom- 
mends that the whole program be studied. 

Mr. Barrie. There ee also been testimony that we have gone too far 
in reducing riff barrik I eather your veneral philosophy is that 
we sho i ew e them asi as far as feasible? 

Mr. Jounston. I think so; yes. 

Mr Bat re. You agree with this general thesis of “Trade and not 
aid”? 

Mr. Jonnston. Yes. I think it is better to have trade among nations 
tha to have aid. I think the problem is to preserve people’s self 
respect : make them have a stake in the status of society and still allow 


them to improve themselves. I donot think you can do it by handouts 
O! oifts. L think you have to do it by letting them earn their own 
way. I think trade enable s people to earn their own way. 


Mr. Barrier. That is something for the distant future that we would 
hope to work out, 

Mr. Jounsron. That is right. 

Mr. Barrie. Would you think it would be a backward step if we 
were to pass this legislation that is pending before the Ways and 
Means Comittee, restricting the Importation of crude oil, for in- 
stance / 

Mr. Jounsron. I think it would be a mistake to erect any additional 
tariff barriers at this time until this Presidential commission has had 
an opportunity of studying our whole trade and economic policy 
abroad. 

I think it would be a mistake—you haven’t asked this question, but 
I will volunteer it—to pass the Simpson bill that would take out of the 
hands of the President the discretion on tariff polici les, 

The reason I say that is that international trade is distinctly a part 
of our foreign pohey. You can’t separate the two. 

Let me illustrate. When you talk about the Federal Trade Commis 
sion or the Interstate Commerce Commission, you are talking about 
purely domestic matters. When you talk about international trade, 
you are talking about one of the most important elements of our 
foreign policy. I think it was Talleyrand who said that nations do 
not have friends, they have economic interests 

I think that is certainly true today. 

Mr. Barrie. As a matter of fact, I was talking about the Simpson 
bill because it contains the restrictions on importations. 

I believe that is all I have, Mr. Chairman. 

Mr. Javirs. Thank you, Mr. Battle. 

Mr. LeCompte / 

Mr. LeComrte. Mr. Johnston, I am awfully glad to meet you 
again. I have met you before. 





FOREIGN ECONOMIC POLICY OL) 


Should the International Development Advisory Board be com 
bined with public advisory boards of the MSA ¢ 

Mr. Jonnston. No, definitely it should not, in my opinion. I think 
the point 4 program or technical assistance program should not 
In any way be confused with military aid to countries. 

There are certain areas in the world which seriously object to that, 
and, I think, rightly object to it. 


The program of technical assistance is a twofold program. One is 
technical assistance in the fields of agriculture, health and educa 
tion. In that I think TCA is in some areas, or most areas, doing an 


excellent job in showing people how to raise grass where none existed, 
how to spread water in some of the desert areas; and in health and in 
the field of education. We must try to improve, obviously. 

In the technical assistance program, | think they are doing 
well in some areas. 

There is another side to point | and that is to try to stimulate the 
investment of private capital abroad to assist in the development and 
industrialization of underdeveloped areas of the world. In that, very 
little has been done. 

[ have recently returned from a trip to the Middle East—Ethiopia, 
Kgvpt, Eritrea, Saudi Arabia, Syria, Lebanon, Jordan, and Israel, 
in which I have tried to find out what the opportunities were for 
private investment in that area; to try to stimulate the flow of private 
capital. 

The flow of private capital falls into two categories. One is what 
we can do in the United States toward the stimulation of private 
capital going abroad. 

During the heyday of British economic supremacy, britain sent 
an average of about 2.5 percent of her gross national product annually 
for private investments abroad. Don’t forget that our country here 
was developed in no small measure by the investment of private 
capital in the United States—private foreign capital—which has 
long since been repaid. 

In my own State of Washington, as an illustration, I know that the 
strongest unit there when I was a small boy was the Ey potheque Bank, 
which was a Dutch bank. It aided in the agricultural development, 
in the mineral development and in the railroads of that area. 

There are certain things which we can do in this country to stim- 
ulate the flow of private capital. Last year I think we invested one- 
tenth of 1 percent of our gross national product abroad. I hope we 
can stimulate that to a much larger figure in the future. 

Can we do so? Some of the problems of the dollar gap and some 
of the problems of shortages which are so much discussed today will 
disappear, if we do. 

Now the second part of the problem is what other countries can do 
to increase the favorable climate for the investment of private capital. 
Here we find many difficulties and many obstacles. Little has been 
done to remove those obstacles. 

Some time ago, just before going on this trip to the Middle East for 
the President. I submitted a memorandum to the President on certain 
definite steps which I thought we could take to assist in removing 
obstacles that exist in foreign countries toward the investment of 
private capital. Now I hope some of those steps can be taken; that 


very 
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private ip tal can be encouraged to participate In the industrializa- 


tis u? development of these other areas. Then I believe some of 

our pre e] will disappear, 
Mr. LeComerrer. That is a splendid answer. 

| ( hng-range view, we can act mpl hy miu h more with private 

‘ tal in point 4 than we could possibly by sending Government- 

} t ni ns, 1f we Cal nterest enough ditierent private investors. 

Mir. Jounsron. The natural resources of those areas, in my opinion, 

i r etter developed by priv te funds. P1 vate capital carries with 

ts own technicians. They stay longer and have a greater incentive 

to produce. There are many reasons why it is preferable. I think 

we i ad encourage more pl vate capital to go to these areas for 


! ind thereby promote trade, and that. of course, 


Mir. LeComere. Going back to the original point, of course, I am 

favor of the extension of the trade agreements Tor a year, but a 
\ ont give ample time for a study of the whol problem: will it? 

Mr. Jounsron. The President thinks it will. I am not an expert 
‘ 

\I LeComi I an ‘ tarting any argument w th the President. 
[ just wondered if the men whom he will select to take that up 
have to ive le p ; they wouldn’t be through in a year, would 
they ? 

Mir. Jomnstron. I t ¢ you could make a pretty good study of it 

Mr. LeComrrer. Do you? 

Mir. Jornstron. I believe I think in the lone run, if you want 


mv pe onal opinion, yy i have to work toward tower tariffs and 


toward more trade 

Nin Lr PT! It ve to be lo Y-TANn e\ won't 1t? 

\] JOINS N Yi .¥ Vi ive to i\ ong-range pro 
i 1. I don't t k anvone wants to dislocate any American indus 
tl ( ely Cert Id ot Llows ver. I think there are 
many proble nvolved in this. The principal problem is our for 
elo pol ~ which I t nk 1 very mport int problem ina world In 
\ ( ire competing wit unother econonile philosophy, that of 

Mr. Barrie. Mr. Johnston, I like your idea and endorse it, as I 

wire I Sado. in ti ne to stim ilate private hnvestment abroad. 
I am wondering 1f vou think it would be good or necessary to have 
S ] ot Grovernment part eipation or guarant ; backing up such 
nvestments o1 help ng to} ike more secure these investments. 

Mr. Jounstron. That L highly debatable subject, but my personal 
oO} ( s inclined not to favor Government guarant es either for con 
vertibilitvy of earnings. as now exists under mutual security, or for 
loss through war or nationalization. 

I am inclined to think that if a favorable climate is created in the 
are whieh the money 1S to be invested that these things are not 


There are certoin other things we can do, however. 


In 1951, we invested in new money about $600 million abroad. In 
1952, we invested about $900 million of new money abroad. Should we 


invest 1 percent of our gross national product, we would invest about 
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$4 billion abroad each year on the basis of our present national gross 
product. 

We have on the statute books, a Western Hemisphere pref rence on 
tax rates—income tax rates—which gives a corporation Investing 1n 
enterprise in the Western Hem sphere i 14 po nt benefit or credit 
appproximately 14 points—on earnings on money thus Invested 
the Western Hemisphere. 

In other words, if our normal tax is 52 percent, corporations invest 
Ing in the Western Hem sphet have a tax rate on those investments of 
oo perce nt, which is a very substantial stimulus to the flow of private 
capital abroad. 

A very large percentage of the new money whi 
United States last vear went into the Western Hemisphere. Per 
sonally, I would i ke to extend this 14 point tax benefit to Ame \ 
mol ey to all parts of the free world hot only o the Western Hem 
sphere, I think that is one of the t] 

Now there are other inequalities in the tax laws which It] nk houl 


be remea ed, and | believe others in the administration feel SO, ilso. 


h went outside the 


mnYs that we can ao 


The e@ alt highly techni il th nos, but they are cdecerrelts to the flow 
of capital 

lor instance, 2 subsidiary of an American corporat tbroad dor 
not need to report its income along with its American earnings, until 
that subsidiary repatriates its earnings to the United State In other 


words, if the ear: hg are left In the roreign country, no tax on them 


is paid in the ! ted State ° 
But a branch of an American corporation must report its earning 


invested abroad in the current income of its parent company, 
though those earnings are not repatriate 

Now that works a mate | | il | ) upon branche is wyammst s 
sidiary corporations and yet there are vario reasons why bsidiarie 
In certain areas are not ad ible because. in some of 1es¢ 
to have a subsidiary corporation you must have a board of dire 
composed ce mpletely of natives of the host country You mus 
ce rtain other thing which sometimi ire very difficult for an Ami 
corporation to do. sO, I think that Ame ul ral 1 corporat 
should be given the same treatment as subsidiary corporat ibroas 


There also are several technical phases of that nature which, I think, 
we can do in America to stimulate the flow of private capital into are 
ot the world but they will not guarantee either the pi cipal of 
investment or the convertibility of earnings involved. 

I am inclined to think and it is highly controversial and many do 
not agree with me on this that the guaranty py the U2 tec State 
Government is not necessary, provided you have the proper climate 
In the country involved. 

Now, how do you get that proper climate? I think it both a 
difficult but relatively easy answer: I recommend to the President 
that we have a top ranking ambassador 1aumed to represent the Pre 
dent. I would say the ambassador should be some v¢ ry astute |! 
man, one who is familiar with international trade and who could e 
countries in the world \\ here we do not now ha e NH 


mercial treats 
and where it would look as though there is a chance of getting on 
This ambassador could sit. down with the head of a vovernment 


learn whether he wanted private capital to come into his ¢ ountry. If 
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he did, then, I believe, a small group of businessmen with perhaps a 
labor leader or two in the group should go to that country, sit down 
with a similar group of businessmen or government leaders there and 
ascertain the obstacles to the flow of private capital in that area and 
see if they cannot be removed. 

I think in that way you will get a clear picture of what can be done 
ind how it should be done. This information you cannot get through 
note il diplomatic channels because the individuals involved are not 
really familar with the problems of business and trade and they have 
need oth er things to take care of rather than one specific thing. 

Now let me give you two illustrations of what 1 mean. I was in 
gg acou ple of wee ks ago. 

denti: ally, if you geta chance to 70 to Ethiopia you ought to do 
so. I was amazed with the cow try. If I could just take a minute 
to tell you, I think you would be interested. Going across this sandy 
strip of desert 30 or 40 miles wide from the Indian Ocean or the Red 
Sea, depending on which way you go in, you get to this mountainous 





area $,000 feet high with deep gorges and valle ys and then you come 
te Lo au area ee in elevation. 
7) » plateau area is about the size of the State of Texas, relatively 


flat. ‘iidalntiona: caieatin. with a wonderful climate. It will grow 
nearly anything in the world, being warm in the day and cool at night 
so you need a couple of blankets. It is a tremendously rich agri- 
cultural soil, with abundant quantities of mineral deposits waiting to 
be exploited and developed. 

I asked the Emperor of Ethiopia, “If President Eisenhower should 
appoint a group of businessmen to come over here and sit down with 


you, will you appoint another group ot peop le of your country to sit 
down and see if there are trade obstacles? If there are, how can they 
be removed legislatively or otherwise? Would you be interested ¢” 

He said, “I certainly would.” 

“Would you appoint such a group ?” 

“Ves.” 

“Are you interested in American capital coming in?” 

“Yes.” 

“Would you take the necessary measures to see that a favorable 


climate were provided ?” | 
“Yes.” 

I said the same thing to Ibn Saud in Saudi Arabia, where inci- 
dentally we have a tremendous oil operation, Aramco, at Dhahran. 
He gave me the same answers. 

I believe in that w: Ly we can explore these possibilities and we can 
begin to remove the unfavorable climate that exists in some areas if 
they want private capital. 

Mr. Barrie. Did you talk to Mossadegh in Iran ¢ 

Mr. Jounsron. I pur pose ly did not go there. I could not solve their 
problems and if I went there I would certainly get into them. 

Mr. LeCompre. I am in favor of point t and all that, but we do 
have to observe carefully what you very well designated as a healthy 
climate. Investments abroad in earlier times have caused some in- 
ternational difficulties, have they not ¢ 

Mr. Jounsron. That is true, but I believe there have been few inter- 
national difficulties that occurred when there—— 
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Mr. LeCompre (interposing). What I was getting at—maybe I 
did not make myself clear—but an investment by a big company in 
oil or some other product, and then maybe not a very healthy climate 
and this Government. is called upon to protect the interests of some 
capitalist in a foreign country. 
Mr. Jounsron. | think that Americar capital going abroad takes 
those risks into consideration and will not invest unless it is be- 
heved the profit is ample to cover the risks involved. Certainly, I 
would not. I would not invest private capital in a foreign country 
} 


unless there was a profit a l would weigh carefully what I thought 
were > the risks involved 1 1 doing business there and would expect to 
rece — yrofit to recover those risks. 

ie In some countrie you would Invest Vv t] the wiea of an h 


lower ant si profit than you would in others because the risk would be 
much less. 

Mr. LeCompre. The advantages would far outweigh the dat ore r that 
you would see in extension of point 1? 

Mr. JOHNSTON. Yes : I certainly tl oe woul ep 1] I would urge 
all American capital to invest abroad in general, s partasetae wits 
the capital of t he host country. 


W hen you do that, when you mvest Mm partnersh 
country’s capital, you have far less danger of any of 


» with the host 
hese difficulties 
occurring. I do not know of a single concern that has ever run into 
difficulty of nationalization or confiscation of its property where it had 


l] 
I 
( 


il large percentage of its ow nership in the hands of the nationals of the 
countries involved. 

Mr. LeCompre. But if they had all American capital in a big in 
dustry, then there have been instances. 

Mr. Jomnstron. That is right, and I would certainly not reeommend 
that occurring In most Instances. 

Mr. LeComerre. Thank you, Mr. Johnston. 

I think, Mr. Chairman, those are all the questions I had. 

Mr. Javirs. I have 1 or 2 questions, Mr. Johnston. I would like to 
take up where you left off on the last question. We have heard so much 
about the dangers of colonialism and imperialism. How do you feel 
our Government could interpose its good offices in seeing that foreign 
investment is kept clear of those rocks ? 

Mr. Jounsron. That is a very serious threat in the mind of peo ple 
of other countries, that they are going to be dominated economically 
and that there will be economic imperialism. I think the way to get 
over that is this partnership capitalism that I discussed with you. 
[ believe if we invest in cooperation with the nationals of the other 
countries, then that fear would be pretty well removed. 

As an illustration, let us take Arameo, the oi] company in Saudi 
Arabia. Incidentally, the oil reserves of that area are just stupendous. 
The heads of one of these companies estimated to me that there were 
more than 100 billion barrels of oil around the Persian Gulf. That 
of course, more than three times the known reserves of the United 
States. 

In one of these areas they are wasting 500 million cubic feet of gas 
a day because there just is no one to use it, o1 any chemical industry 
that has been established there. 

Mr. Barrie. Do you mean it is going out into the air? 


‘ 
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Mir. JOHNSTON. Just burned Phe do not know what to do with it. 


Yi icould make fertilizer Troi it: vou could have petrochemicals vd 


Mi BATTLI hey iave S pent oOo} Vi 


Mr. Jounsron. That is right; they certainly have 

Now. I think if vou invest with local « ipital that you remove almost 
all of the fears of impel ilism oO paternalism or any of the things that 
re frequently throv at private capital that goes into an area 

I further t k that Americal capital that goes into an area Is en 
ehtened today, eveh thoug there Is not a partnership with other 
count! s. I think there ts very little dange of the threat of so-called 


perialism. Ido not mean to talk about Aramco : 1] the time, but it is 


i huge operation It is owned, as you know, by Standard Oil of 
Ne Jel ev. Standard Oil of California, and the ‘Vexas Co. If you 
CO a Yo ere and see ¥v il they ire doing, if Vol could ~ee the Wik\ 
tive Be . und the \) ibs oreel the whole operat on, vou would have 
lerent picture of wh ta big company could do ind still maintain 
tS pos i the field 


[ th nk one way to avoid the evil 1s to have partnership capitalism. 
Many American concerns are going in with local capital. 

Coca-Cola, as an illustration, goes into a new cow try and I believe 
in or It\ of the stock—so I was informed, at least Is always owned 
by local people. Coca-Cola has a minority interest. 

I know of Westinghouse, General Tire, and others which have done 
the same thing in areas abroad. I have visited some of their plants. 
I think it is a pattern which is pretty well established and which has 
worked out admirably. 

Mr. Javirs. Do you believe we could help foreign investments by 
affordi @ accelerated amortization of the American investment 
abroad ¢ 

Mr. Jounsron. I certainly do. 

Mr. Javirs. You think that is desirable ? 

Mr. Jounsron. I certainly think it is. 

Mr. Javirs. Do you think also that in the order of magnitude of aids 
to foreign private investment, in which I think, as you know, I am 
devoted, taxation would come first ? 

Mr. Jounsron. I think so. 

Mr. Javirs. We are writing a report, Mr. Johnston, on that subject, 
this subcommittee. If you would find it feasible, could you submit to 
us the recommendations which you feel would stimulate foreign 
private investment ¢ 

Mr. Jounsron. We have made recommendations to the Secretary of 
the Preasury and the President and I will be happy to see that ‘you 
vet copies of them. 

Mr. Javirs. Without objection, they will be incorporated as part of 
the record. 

{ The documents referred to follow a 


PROPOSAL REGARDING IN} IMENT CLIMATE IN UNDERDEVELOPED COUNTRIES 
PROBLEM 


state of the Union message to the Congress, February 3, 1953, the Presi 
dent stated the following as a part of his foreign economic policy : 

Doing whatever our Government properly can do to encourage the flow 
of private Americal vestment abroad Chis involves, as a serious and explicit 


purpose of our foreign policy, the encouragement of a hospitable climate for such 


| 
i 
| 
| 
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One may sul it the Dre le i Mil , ve Am 
cun investment in the so-called underdeve ped 1 . \s Atri ind Lat 
America, where the eed of capita s vreutest, the pro lhl Ol ¢ ule s cu 
and tl op tunities ric st for new erprise 

Hine provera I hie =t I W \ I I }) »> Thes ‘ 
tries has been lied and an ( ya number of con tees MSs! , und 
boards, public and private ring e last sevel years In the main the 
findings and recommendations have been similar, indicating two areas of heces 
sary action L) Incentive measures, which olve uction by the United Sta 
Govern With respect t h, gu t nid isu {lel =) t 
ures to crente _ rable ¢ ( \ ‘ ! ] 1 1, whicl nS 
actlio DY Other govertillte 

ln the forme rea the ¢ ress dl ! encies « he Goy ‘ 
now considering various recommendatious 

In the latter area, with which this memorandum is concerne vel 
been done beyond ideutifying the f ! hich cor DT t ! \ rab 
climate lh many of the countries concerne bre mendations | e hee ! ‘ 
regarding the necessity of ¢ nating those fa s, but virtually notl 
been done to implement the recommendat 

The question thus arises as to how we can best pursue e “serious and exp 
purpose” of encouraging “a hospitable climate for such investment in foreign 
natiois 

Phe proble calls for direct action It h t vielded to thie hive { 
approach through diplomatic channels; it ca Wil r the nor il length 
processes of treat hegotia 

We must make a dramatic new approach I ight lve lf ee 
do a more effective job of pub relatic u-Vis the ern { these 
countries than we have ohe ¢ even tried do thtis tat 

PROPOS 

fo make a concrete wrt Hn this ectliol I sieges e fe Vil 

bhe President of the Unite St s whit Pyprornt pecial envoy as his per 
Sol representative to Visit and consu eallv on tl ite! he | dl 
of government and ranking offic of the everal underdeveloped countries 
(The President might prefer to name several such representatives—for example, 
one for Latin Alnerican countrie one for African and Middle Eastern ce 
tries, one for Asiatic countries 

The special envoy should be selected from the ranks of American business « 
industry—a recognized leader who is f1 aware of the ip lic ( f United 
States economic policy, Sympathetic to its aims and conversant with the attitude 
of American capital. His mission should be prefaced by an intensive study of 
the “investment climate” in the countries he would visit 

In his conversations in these countries, the special envoy would hndertake to 
elnphasize the importance which the United Stutes, as ; tter of its owt 
self-interest, attaches to the sound and rapid economic development of all of 
the nations of the free world He would state our national and international 


dims and motivations in the frankest terms, making it clear that our interest 


in promoting American investment abroad derives from our conviction that 
enlightened American capital can make a material and constructive contribution 
technical as well as financial, to economic progress in other countries 

The special representative might find it helpful to explain how normal it 
under our system, for private enterprise to participate in the execution of pul 
policy; and to emphasize our certainty that o “i erest at the ‘ 
interests of all nations in the free worid are, in the long run, svnonvineus 

If he felt that preliminary conversations held sufficient yn st he special 


representative should be empowered to sav that the Government of the United 
States would be prepared, at the country’s request, to send a special working 
party of American businessmen and Government experts to the country to carry 
the discussions further with a comparable group to be appointed by the gover 


ment of that country 


Including the National Indust: ( ference Th d, the 1 Nat Nat 
Foreign Trade Coun¢ U. S. Council of the Inter tic ! rn 
National Association of Manufacturers, Inter nal Developme \dvis Be 1 sTe 
eal Cooperation Administration, Materials Policy Commissior Amer Bar As P 
Advisory Committee on Overseas Investment (Canadiat 
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If tl est I ‘ ‘ epresentative uuld recommend 
‘ Jubal e SY ’ : Cial mission miposed of carefully 
present ves of | : ! 1 s interests, staffed by 

Unit S Ge dhe ‘ Th ¢ tanding indus 
! t hic nti ncerned. The members of 


cif , ‘ } “ ‘ ( al ways and 











! , 1 e ‘ ‘ ment = the 
. h p ‘ American 
rl | ‘ ri« of Y 
( v a 
i I re matters 
i \ \ 1 ibnve i 
E SSit } nding mutually 
ructive proposa ht be expected 

) ( I a Mar of the unde rdeveloped 

‘ B , i I mention only a few have embarked on 

e econo! nd development prog : American indus- 

tr t hes ’ SSl0l d na positior ndicate points in these 

yr! t \ tal 1 e available meet a par- 

1lé ( yt é non t ndu al problems 

ot e | t count e experience American industry has gained in 
cle a I | f ng und the globe 

] I mp t ‘ s, the inbers of the mission would he able, 
uy heir retu S ! nte d explain the problems which 

1 \ cle ed col » take an attitude apparently 
il \me n capit 

Iisa n would be expected to make a report to the Secretary of State, 
4 | ] ‘ l 1 wid | he business comn unity. 

Pitis pr : n the fi ‘ ! es no more than an application of 
an old American custom in the time-tried tradition of talking things over If we 
believe that a good deal of the present unfriendly “climate” in the underdeveloped 
ountries is due > unreasonable fea or to misund tanding of our aims and 
methods, the sensible thing t o is to try to put the thinking of those countries 
ricl Phere is no better iv of doing that than sitting down with them to talk 

ters out, freely, frankly, and in friendliness 

This approach would give American business a direct and important responsi- 
bility in trying to deal with what is essentially a business problem 

Simultaneously, of course, measures calculated to offer American capital 


reater incentives, greater security, and more specific information with respect 
to investment in the underdeveloped countries should be pressed by the various 


But the value of incentive measures will depend upon the extent to wl ich we 

ean improve the “climate” in those nations toward which our policy of encour- 
constructive and bene al private investment is directed 

An unmistakable and emphatic manifestation of our earnestness and good will 

might go a long way, in the opinion of this observer, toward creating the kind of 


ERIC JOHNSTON, 


Tax INCENTIVES To STIMULATE FOREIGN TRADE AND INVESTMENT 


rhe International Development Advisory Board, in its report to the President, 


Partners in Progress, stated as follows: “The Advisory Board believes that in- 
come from foreign sources should be free of United States tax to the extent neces- 
sary to stim ate the flow of p ate capital te underdeveloped areas This can 
plished in the ease cor rations by the adoption of the principle that 
il t bus s esta hments located abroad should be taxed only in the 
ntry here tl neome is earned and should therefore be wholly free of 
I ¢ Nt es tax.” ; 
> * * - * ~ aa 


The Advisory Board recommends that Congress authorize the inclusion in 


bi eral tax treaties of a provision that income from business establishments of 
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one country located in the other shall be subject to taxation only in the country 
where earned,’ 

The reason for this statement and the Board's recommendations is that 
returns from investments abroad after all taxes are deducted are not sufficient 














to offset the great risks of business failure, exchange risks, and other extraordi 
nary risks of foreign investment This is especially true in view of the current 
attaction of domestic investment (including Canada), which offers high returns 
and less risk. Moreover, the payment of a United States tax on top of foreign 
taxes ofttimes puts the United States company operating abroad at a compari 
tive disadvantage against local and other foreign companies which are not taxed 
at home on income earned abroad 

Low taxe are one of the tractions which unde 
offer foreign capita This inducement is nullified b 
States tax rates to incol earne these <¢ ntric 
U1 d State x stem a credit is allowed f mi 

Che I sident’s Materials Polic ul S101 its report, Re irces f Ire 
dom, state et \ x s of me earned road from United 
~ es x 1 ) ( ‘ 
la \ 1 State nve { er e! of materi 
develope 1 Phe (om on \V pose howeve { un tel ix 
eXe ] bD\ Ul! as we I i trol I ad 

rt I t Lol 1 I ( P| W u Weakel Lhe ¢ y 
ot l 1 States in t ‘ H evel her re mer prees 
cle i the U2 ‘ \ of tax ince \ here good 
rea . S ( ) ‘ fol he 

1. We iid sphere id j or Se ) I 

ii dk A eS i Wests H de 

Col i hs, the sel te | l ( i ( a e A of 42 ait 
il { ‘ I \ ( ] I iw l orel ( { es W hin 
he W ern Li phere ( ‘ Lc ‘ advantage with foreigi 
corporation ul he es I dl I LO Lii te l m 
yi ( all tl ee bill re ‘ Dp ons I m rtax 

bi Unde i ( } i i 1 | Li l Ss 1 the 
West lem ere. an D) ce ng rr g e f 
Ol de tl Un is ind >) che MW) pre ( I me from the 
n ive ¢ ad ri i Lbit t I tax I ng 
to 14] ( l eV are »>both 1 ls = ry itions 

I OniyV to el ta i rer ( of S Del ‘ LiX¢ 

2. China rade Ac orporations, ¢ ublished ie] i 262 of the I erna 
Revenue Code e ext nt tro V | LOO | nt with respe t ome 
derived from (¢ ese SOUI'Cces Under presel cond on this, of course Ss no 
of much value but 1t Goes give ilid precedent for sim r ti é es 

3. Exemption from tax on income derived f 1 United States possessior 
Fe ine hat it was Oo have American citizens 0 » United St es 
PpOSSesSiONS, MOS under our contre ifter the h erican 
War, the Congress passed section 251 of e Inte Reve Ie C ch provide 
that any United States citize or domestic cor} ation is Completely exempt Tre 
United States income tax derived from and received in such possessions, or in 
uny foreign country if SO percent of the gross income is derived from st ‘ 
within the possessions and 50 percent thereof frou the active conduct of a trade 
or business within the possessions. 

A few years ago Puerto Rico passed a law which in effect supplem Ss sect 
201 It exempts new industries going to Puerto Rico from Puerto Ri ta 
a certain period of ye: Accordingly, a new industr oing there free fro 
both United States Federal tax and i insular taxes Current statisti indicate 
that 200 industries hi: blished the elves in Puerto Ri sa re of tl 
combined inducement. 

+. Exemption of compensation for personal services: AS a result of a recon 
mendation of the point 4 private ir st prograin, Congress effected a change 

the Revenue Act of 1951 liberalizing the pre . ranting ta cen ons 
to Wages, salaries, and other compensation f personal s ces received 
United States citizens who establish bona fide foreign residen At the mie 
time e 18-month rule was enacted granting exemption on comy* ition fe 





personal services rendered abroad, to individuals who ure outside the United 
States for approximately 17 out of 18 consecutive months 
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Mr. J ivirs. The question of the diminution of American natu il 


resources like copper, Zine, 1ron ore, ana some ot the othe COmMINO 


dities has come up. 


How do you See the poli eS wh hn vou dese be iis uid hoe us 
dealing with that diminution of Ame1 in natural resources / 

Mr. Jounsron. It gives the world. including the United Stat 
iccess to new raw materials and new resourees whit I t cc in time 


we will badly need. 
Mr. Javirs. Now on the question of “trade. not aid.’ Mr. J 


I 
STO! Is it i f at hn vour experience that a vg od ! \ ( Ul \ 
hurt moralewise by the 1 eed Tor a 
Mr. Jonnsron. That 1s exactly right. and they feel it belittles t 
to take it and I think they have 1 wood ce ul or merit mn W it The \ 
Mr. Javirs. We have traditional V respected t it kind of v 


we not / 


Mr. Jounsron. That is right. 


As | said 1 the peGiMnning, Mi Ch: rman, | I nk our prol lem 
is to preserve the self respect of peoples and at the same time to 
help them. L believe it can be done in two ways through the u 
vestment of private capital hn conjunction with local ipital had iM 
technical assistance where tl ey do not have the technical a tance, 
We have it in ample supply. 

Mr. LeComerr. The [ranian oil, that piped crude oil to the 


coast and put in tankers and refined some pl: 

Mr. JoHnsron. Not Iranian oil. That goes to the Abadan refinery 
in [ran which is now closed down. There is very little oil going out 
of Iran. The Saudi Arabian oil is what you refer to, I think. 

Mr. LeCompte. That goes out as crude, does it not / 

Mr. Jonnsron. There is a 36-inch pipeline running from Dhali 


on the Persian Gulf. through Lebanon to a little port Just south of 


f 


Beirut where { is loaded onto tankers and shipped to refinerie niawmnly 
in Kurope, but that is onlv 300.000 barrels a day 
Now, Saudi Arabia produces bet ween 800,000 and 900,000 barrels of 


: ; : 
oll a day. Some of it 


. goes to a large refinery near Dhahran which 
males vasoline and other refined products aha that CONSUMES, AS | 
understand it, about 200,000 to 250,000 barrels a day. The balance, 
which is nearly 300,000 barrels a day, goes out in tankers from that 
port near Dhahran. It goes out from there to refineries in India and 
other areas of the Kast, and some of it even comes to ports i thie 
United States. 

Mr. LeComerr. Thank you. 

Mr. Javirs. Thank you very much, Mr. Johnston. It has been kind 
of you to help us. 

Mr. Javirs. Our next witness is Mr. H. Christian Sonne, chairman 


of the Board of the National Planning Association. 


STATEMENT OF H. CHRISTIAN SONNE, CHAIRMAN OF THE BOARD 
OF THE NATIONAL PLANNING ASSOCIATION 


Mr. Sonne. My name is H. Christian Sonne. I have been invited 
to give my views on United States foreign economic policy in my ca 
pacity as chairman of the Board of the National Planning Associa 
tion. 
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Although we in the National Planning Association have had a con- 
tinuing and deep interest in our foreign economic policy, my remarks 
Lod Ly repre sent only my own views, 

In my private capac ity, | al chairman of the board of Amsinck, 
Sonne & Co.. 96 Wall Street. New York. 

The twin goals of our foreign poli \ should be to preserve freedom 
and to attain the conditions of just and secure peace. 

At best, this will be a difficult task, but it can never be accomplished 
in the absence of economic order and well-being within the free world. 


Such order has not existed for several decades and conditions seems 
to become progressively worse. 


The imbalance or disequilibrium of the contemporary world 


economy may have several causes. amone which I might mention: 


The much more rapid rate of growth of productivity within the 
\ economy a Oni} i, tor exal ple. that ot many ol 
iller and older industrialized economies of Western Europe. 

The rate of growth of dei d for food raw materials 
{ ! i rroup the muen si aller 
] a ( } (i ; hnaeradey loped 

Phe tear yr ¢ it of the world economy of portant markets and 
soul of supply whi LV en conquered by Communist imperial 

Finally, maladjustment results from the fact that, throughout 
I ot free world, the ne to achieve a balance in a country’s 
external a ints has bee ordinated to the des re to protect un 
er a) * agomestic produ ers and to e JOY Improvements in living 


irds beyond the capacity of a country’s ava lable resources. 
ne consequent diffi 
CUuiITe Ol the Tree world economy is the so-called dollar gap. The 
ze of the dollar gap expresses the extent to which the nondollar 
» unable to obtain through normal commercial activities 
the amount of dollars which they need to satisfy their demand for 
cwoods and services available in the dollar area. This dollar gap has 


tha 
The most noticeable and urgent svmptom of t] 
, . 


counti 5 ale 


hee i characterist feature of the world economy not only in the 
po twar vears, but also nn the il terwar neriod. 


Llowever, before 1939, the dollar gap was generally of a manageable 
size and was largely covered by private lending in the 1920’s and 


I ougn | quid ition of the gold and dolla reserves of foreign coun 


I believe it is important to point out that the size of the dollar gap 


depends upon what definition is used. One estimate of the dollar gap, 
ottel sed by Government agencies, assumes that the eXisting degree 


of discrimination against dollar goods and the existing restrictions 
on the use of dollar exchange will be maintained by foreign countries. 

We have a much larger estimate of the size of the dollar gap if we 
in foreign countries 
for dollai goods in the absence of trade discrimiantion and « urrency 


f 
base oun calculation on the prospective demand 


I believe that the latter definition of the dollar gap is not only more 
valid, but is also more important for the formulation of policy. 
I ely, the ulti te alm of our ] olicy must be to help create a situ 


ation in which the normal forces of market demand and competition 
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throughout the world can, 1n large measure, determine 


tion of dollar goods and services. 
It Is very al li ‘ult to estihiate the size of Uhh unre 


t 


demand for dollar goods and services from the United St 


and the other dollar nintries In the Western Hemisplh rt 

In the abs nee of det: qa estlmates, | Ubi a | \ Oo 
Goal yap Is Ot less Chhla De Diiti la t hot more t 
year lor ordinary civilian purposes— that is, excluding 
ment and cde fense needs of other untries, 

Ln the Ppostw il pel od. t ie pPrilre pal nea emploved 
states to bride the dollar fap has et borelLl ad p 
orant or loan basis . 

I he ve tha ‘ ive bye I aha tal nig reo 
ud as no more t L temporary expedic I ynit 
tha 2 short Lie le POrelg@h-a relatio ) ud ce 
the giver and to the receiver, I t k Mh Lori 
on that. 

What, then, must we do in order to end t } 
as quickly as we can { iW d like to gvest to you 
to this question may be found in three directions, while 
outline. 

I. CILANGES LN IMPOR] ey’ 
Che first Way In which we can help to clo the dollaa 
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importa- 


reign 


making it pos sible for other countries to sell their proaucts here 1M 


greater quantities and thereby enabling t] 
h normal commercial activities. 
} 


throug 
] 


For any years, one of the chief obstacles to « losing’ the cd 


has been the existence of tariff and quota restriction 


cumbersome customs proce lures, “Buy American leo 


some discriminatory provisions of our foreign-aid program 


We have mM ide progres Ili reducing the heiaht of ou 


weni to earn 


laa gap 
Imports 


ion, and 


Inder 


the Reciprocal Trade Agreements program. More recently, the House 


] 


of Representatives have passed a constructive bill which would clarify 


and simplify customs procedure s, but this bill has not vel been passed 
by the Senate. 

“We have eased some of our import quota restriction 
liberalization of our import policies and practices has not yet been 


But this 
carried nearly as Tar as it might go 1T it Is to provide substantial help 
toward closing the dollar gap. 

I believe that our aim should be to reduce tariffs further—not alone 
on a reciprocal basis, but without requiring corresponding cuts by 
other countries—and to simplify customs procedures and abolish “Buy 
American” and other discriminatory legislation. This should enable 
the rest of the free world to sell us approximately $1 billion worth of 
additional goods and services 2 year, 

Obviously, this goal cannot be achieved immediately, but 1f we have 
the will it should be possible to attain it even if it takes some years of 
concerted effort by the United States and other countries. 

The guiding principle in adjusting our tariffs should be whether 


the change will be 200d for tI whole econony and will make our 


foreign policy more effective: it should not he the harm which migit 
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\s the governments of many lesser developed countries do not have 
deaquate reso ( ror these purposes, the will] require continued 
stance from the International Bank for Reconstruction and 
Development and from United States Government agencies. 
It will not be any easy task to 1 ve the other kind of investment— 
ort { » Invest t—io supplement direct foreign investment. 
j e mos S ib] ea. whi = «te veloped . the el t| to absorb 
eal of private capital, would be Latin America. But we must 
mber ome ] the United States ll an “under- 
1} rate oF return on a ( ( vesthiehts, ce ( 9 tne cvreacer 
ree oO irety, 1s s wh col pared with t t Oo] Lat n America. 
It is true that quite a number of Latin Am in Securities were 
] Vy} i ‘ I K U! 19y : | onditions are le S 
I ! i tha \ ( years ago 
Phe ‘ e} ren for t \\ I ino high tax 
ite ! Ve re { oO kon ix I ivge } KS a Nh 
need 
{nother reason is the record of severe losses « milar investments 
the last two decades. Finally, there is the general world uncer- 
Tawty l | polit eal devel pment Mn many of the lessel developed 
‘ tries 
lo these must be added the deplorable attitude of some of our 
wn Government officials in this field during the last two decades— 


lor many years there has existed in the lesser developed countries 
lousy of the foreign capitalist 


int of quite natural jea g 


tirst of the British and Western Europeans, then of the North 


iff tude whi h was que mat ly. | hel eve, To lack of WW cl rstanding. 


imo 


. a : : 1 
eritie e the GS iliedl OTINLO ¢ Lnelo-s x ( j i] If 


\ Lath Ame eval political would cons cl t 9 od tactics to 
» 


e average intelligent local itizen reat zed that it Was loose and 
Irrespons ble talk that was not really seriously meant because, on the 


hole, Toreig? cap tal and enterprise contribute ereatly to the de- 


velopment Oo the e countries. 


Dr ring’ recent decades, however, the Communists have capitalized 


‘ this tendenev to criticize the eringo and idded fuel to the fire. 
Came the time when similar loose, irresponsible talk by our own 
polit ns was heard here in the United States. Businessmen, capi- 
7 StS, security dealers, and so forth. were called eco omie royalists 
and « xploiters. We at home did not take this too seriously, but the 
foreign listeners in the lesser developed countries did. Here was 
oO [ o then mill 


Said the Latin Americans, “Tf the President of the United States 

nself says that American business methods are unethical and dic- 
tated by creed, why should we make an effort to pay our debts?” 
Result: Aggravation of delays in payments, defaults, and arbitrary 
reductions 1n interest rates. 

For example, in 1943, Brazil—after havine been in default for 
vears and using procedures that in effect were arbitrary—cut its inter- 
est rates practically in half. 

Our then Secretary of State issued a statement hailing this pro- 
posal as “a manifestation of Brazil’s earnest desire to meet Its foreign 
bligations within the limits of its capacity.” 


} 
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In the same vear the President of the l ted States pubin V al 
nou | that he considered that the old Bolivian 8-percent loan, 1 
by reputable banks and underwriters in the United States, constituted 
“ex plot it1o] ao whi i he repudi ited. 

How ean one expect sensible investors to } urchase such securities 
based on prevail ny hnterest rates 1f oul ow) Govel nent’s off 
accla t| debto. won Wile l arbitrarily ecu l nterest 
ra : later ?¢ 

rue, interest rates were generally high at the time—about 7 o1 
c percent; even a respons ble rovernment like Beloium borrowed at 

rate of over 7 percent. So were the rates in the United States wl 
United States Steel issued its 7-percent preferred stock. Would ow 
Government congratt late United States Steel if it arbitrarily eue 


its T-percent r ate in half? If so, the chances of placing domest 
‘k issues waubahe veined for a long time 

This lack of u aaa indi hg and rrespons ble talk by some of oun 
Government officials has done the world harm and greatly reduced 
our al it to find private cap! tal for the lesser deve loped countries, 

Whi ] the incidents I have referred to bel ong to the past, there 
are tal some repercussions from that period that can and must be 
changed. It became fashionable in those two decades to belittle Amer 
ican businessmen and far too many of our accredited representatives 
abroad and State De partment spokesmen at home adopted often for 
purposes of self advertising a deplorable apologetic attitude for 


pre fey red stoc 


the behavior of some Ameri uhh businessmen abroad who according 
to their version “oouged the people rnd Oppr sed then eimployees.” 

Such remarks show great ignorance of the subject. 

Kor several decades, 1 have looked in vain for cases in which the 
standards of American business performance abroad were worse than 
the vene ral business standards of the host “acta s, and I have asked 
numerous able people in Latin America whether they have seen such 
cases. The answer has been, “No, it is as impossib le to exploit the 
Latin American as to expect that an English investor could exploit 
the citizens of Boston. If they sell the foreign investor a house o1 
business it is just because they know how to buy one better or cheaper. 
If the foreign investor uses labor, he must treat the laborer as well and 
he must pay him as much—probably more—than the native competi- 
tors, who generally are better informed loc: ally and more ag rressive. . 

In my view, the ena so often used, namely “e xploitation,” is very 
unfortunate. You do not exploit people if you improve their lot. 
One should be very careful before making a statement to the effect 
that any American firm engages in exp loitation abroad, for one will 
usually find that its standards are comparatively high and would be 
still higher if local conditions permitted. 

The fact is that foreign capital which enters a lesser developed 
country generally is useful to the host country because it tends to 
raise productis itv and living standards. Viewed in these terms, it is 
my belief that there is no such thing as exploitation except in the minds 
of ignorant officials. 

It is highly desirable that public opinion, both here and abroad, 
become aware of this. In our domestic economy, the old idea that cor 
porations exploited the people has, to a large extent, disappeared. It 
has become fashionable and profit ab le for domestic business in the 
United States to develop ail public relations in an effort to convince 
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I ( k official American repre- 
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Wi I eC] ntine different attitude 
‘ e] { " ( ) ent spoke ( and our accredited 
repre ( to represent their country 
vy. If mie popular locally, it is praiseworthy, 
pa d never be sought by ‘indirectly belittling 
th orit I ‘ Mi ("4 trymel 
\ { t the | { State to 1 ie l respon 
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[ \ ( sal st ( iA be as able l 
pr bie Al ‘ HaAde | ( vstem of a le { it can in fact 
re W s SYST should take needs a 
erent ol dy. t o O 1) Wwentieth century 
probl wane . mndied neter century draw 
rig ) i ACY 
It portant t t we solve these ] oblems d pave the way for 
ihe pla y r lare ] s abroad throug portfolio nvest 
ment for otherw ‘ 1] the risk that, bv the method of direct 
nvestment alone, the amount of « ipital which we cal place abroad 
may be too limited or eve LUCE However, if the problem is 
j ellio tly hia dled \ ‘ ugh meentive Given, it should he pos 
sible to mulate larget ( ents abroad lo what extent foreign 
nvestment can be increased above its present level is difficult to gage. 
Ini your estimate Ss We to remember t t interest on capital 
ent abroad in the pas t De re tted and tend to reduce the net 
Daiance of the dollaa vi eXpPorte iatany given time. Bearing 
uit nmund, I regar is possible to stin ite another 8250 million 
to do! milion of pl ite ovel is investments en year 
KOMEN KA OMIC AC y 
The t rd weneral mi dinmany wavs the most mportant— 
by 1 we cal ( ountries earn the necessary dollars 
thro oh normal trade VV malmMtaining a lig ind rising level of 
ictivits yUUTe domest i onomy) 
Phe { Lcertalh re ( p bety er th ( of imports a d the 
f Yr 2TO national produet Insofar our economy Is de 
pendent « ported ray terial i given level of production in 
CO trv \ requir ertain level of inn ts Additionally. x 
vel of mer de s country Il usually generate 
f »{ ny s of reign foodstuffs and manufactured 
‘ sequent duction and consumer demand fall 
Ol ul Iso fall off Mor ver, this decline im 
site fa | n proportional to the decline in gross n 
{ pro o ! ( Chiat \ els in the United 
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States are more responsive to Chane ! emia cl than they we mn 


many of the countries whieh export tou 


lt has been truly said that “Whe hn the American eco OM) al es 


a cold, the European economy gets pneumoi 





In consequence, | Heleve th t one of the most Hportant way iB 
which ow policy can help to clos ie dollar gap Dy unta ne 
a high and. sing’ | el of econonie activity in the WM ed State 

1 | eVe bat, ¢ e | y>tel ( t \ ( | Ol e Am 
t mV nay tu out to b eC ¢ l ve 1 { 
of the dollat wap Fifty ven ) port \ 
bacturedh Good ! i, as our ov i) i { r capacity ¢ 
level of Miports tended to ade e ! Clit ) QO our & Li¢ 

ro ct that the ra 7 cre e ot ) ( \ I 
behind the rate of increase of « vTOss ( 
think tl if Ss GrOWINY ¢ pa Vy bye eeh tota por i 
POrts ¢ il 1) It reed ly nal 1! ( ec’ pit Wisriy 
one with a high rate of productivity erow ( United State 
ncecrensed Cyuicudat Tie of fin hie t pro Cah Genera ly «| | l 

it ot Inaported raw thatel Vis. But Wt i heed Nol lich yhve 
raw material from abroad OTAHAUALLY, as O haturat t ources need 
to be husbanded, and the. @ 1th OUT GTOSS Wlohal pro cl eVITAQDILY 
timulates imecreases in INports, even though the ratio bet we the two 


may not lmiprove, Assuming tha the ratio of nhiports to total pl 


tion remains the same, | estimate that. 1f the American economy col 





tinues to Grow oOvel t] next decade at anvth ho | ke recent rates, e 
will need from S400 million to S500 million more imports each year, 
over and above the additional Imports which would result from the 


reduction of our trade barriers. 
These, then, are the three principal ways in which the United State 


rr to ¢ lose the doll il 


can do its part in helping gap. Additional imports 
resulting from the reduction of out Inport barriers 1 rot contribute 
ismuchas Sl billion a year. Pr vate capital investment abroad co | 
be increased by $230 million to $500 million a year. The steady growth 
of the American economy should gradually result yearly additional 
imports to the value of S400 million to S500 muillio he last iten 
might In 5 years contribute over $1 billion toward the clo hg of the 
dollar gap. Combined, the three measures should be able, in time, to 


ccomplish the task. 
liowever. to he effect ve, oul efforts must He } uiched by those ¢ f 


other countries who are taced w th doll il hnortaves It + ] Thiel 
practicable nor prope to muita that thr task of closing ne Go 
gap sh uld be assigned exclusively to the United States. Other c 
tries must stimulate the growth and aggressiveness of their export 
industries. Through limiting their domest laims on resources and 
increasing the con petitiveness of their economies, they ust To 


their own ability to compete with American products on the world 


market and to balance their external accounts 





We have recently heard a eood deal of the slogan *’Trade. not aid 
‘ oan, it is excellent Dut we must be carer nuts apy 
nphasis is placed on the “not aid” part of wan, it may be 
ed reuny ror tantly rts G eCO 
while only a promise of some later libe tic 
o1rve?n) which may ever be tulhitiea 
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Mo. Ovel ‘ | ee] t tra ) ‘) of the three way by 
which we must help to close the dollar gap. Hence, a wiser approach 
wi | be hhbernalization o America port polwey promotion of 
or 1)! e cay exports, an prosperous d srowing Amer! 
( omy, With some temporary and ell-serutinized aid until the 
‘ 1) ye 

li quite pos ble th . bY a vigorous applicatiol of the kinds of 
nie in 1 have outlined, we ma for a time eceed in closing the 
( pand « of for foreien aid. But, so long as 
I Til ] LIS¢ l = hea l the DeGInNnIne Chialh, 
there wiil aly ys b té lency for the world economy to get out of 
joint once aga Unk the other industrialized nations can accel 
erate their rate of ¢ erowth so that it more nearly com 
parable to that of the United States; unless food and raw material 
production in the underdeveloped areas grows more rapidly and car 
be bought creater quantities and more readi] by the Industrialized 
nations: unless domestic economi poli es In many countries are more 

rmony wit] the req irements of their situations within the world 

ecol iV: unless ste} be taken to overcome these more funda 
mental sources of imbalances dollar gaps, and mavbe other kinds of 
currency gaps, nay constal t | real pedal at mntrery ils oft vears. 

Lo my mind, the atta k 0 these structural diff ultie within the 
free world economy needs to be as much political as economic Phen 
solut mn depends upol the restoration of iternal order in many coun 


tries and of a much greater degree of security within the international 


S\ em It depends upon the cdeve opment Oot more responsible atti 


tudes and more efficient governments in many parts of the world. 
Ki lv. it depenads on the tree world’s W hin hy sand ability to crente 
wider-than-national polit cal and economic units in these regions, like 
¥ . ‘ } | ) 
Western Kurope, where enterprise and economic growth are belng 


stifled by small and rigidified 
This task of essentially political reconstruction depends also upon 


ational economies. 


our ability to protect ourselves against, and eventually to turn back, 


the tide of Communist aggression and subversion. If we neglect our 


defe ise agalnst Soviet ioTession or slack hn oul etlort Be the wake 
of so-called peace moves from these quarters—if we allow the Com 

ther governments in the free world, our work 
have been Ik Valn. 


ave made a fine statement. Mr. Sonne, and we 


munists to subvert o 
of reconstruction will 

Mr. J AVITS. You I) 
shall certainly be glad to have it in the record of our hearings on this 
question. , 

Mr. sattle, do you have any questions ¢ 

Mr. Bat Le. I appre iate the ventleman’s testimony, 

I am afraid I do not have any questions at this late hour. 

Mr. Javirs. Mr. Som e, I feel that you have covered the situation 
very thoroughly, and coupled with the testimony which we have had 
today, I have but one question which I would like to ask you. 

Does your organization—I am now speaking of the National Plan 
I ing Assoc! ition—avcree with the statement made here today by Mr. 
Johnston that the greatest stimulus to overseas private investment 
would be some ku d of tax considerations ? 

Mr. Sonne. Yes. I think a tax consideration is useful. We have 

ul some tax benefits for quite some time mn this hemisphere through 
The so- illed Western He sphere Trade ( orporations. It seems to 


) 
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It is not so many ve vo that 
( Comes le ( \ vert ‘ oft K ‘ 
ve ] food 

Mi AN ts \\ «| VO | ve | Lol Cle ited rie { 
t10n Tor ove} is ] Val ( t { ! ! ra 
Mr. Sonny Y mid I oul t hie ve { in oO rantic 


a hnston. which ould spell o the pal 1 ao \¢ ou i 
Congress do \ ith resp t to stimu t ra eas Pp te hvest ent 

Vir. SonNt I will be very elad 1 i might. x ( othe io 
vestions, and | rine }) ti lary nl | o make su Tax COnCeSSLO 
= miple and easy to wunderstana. Tol ! ra ¢ t = ut ) esent tec 
nically difficult to operate on the b of the regulations surrounding 
the Western He: phere Trade Corporat 


Mr. JAVITS. Without op jection, t it \ ] rporated ry thre 
record. 


ry } . . 
(1 he document referred to follows 





\N It PLA \ \ ( 
LOOG ON I] I \ cUE NW 
hinate D. C.. May 19 
lion. Jacon IX. J avirs 
Chairman, Subcona ( ho he omic P 
Forcign Affairs Com ( louse ¢ | tat Washing D.C 

My Dear Mr. Javirs: In accordance with the request of the subcommittee 
made at the conclusion of my t { I on Ay 0), 1953, I} e obtuine the 
views of the National Planning Asso ion on the problem of tax incentives to 
stimulate private capital investment ab d 

The steering Committee ¢ the Nat i! Planning Assoc has itl ed 
me to transmit to you three recomime ttions dis ‘ | adopted at its meet 
ing on Mav 19. 1052. These recommend , ire 

1. That the Western Hemisphere Trade Corporati Dp ions of the Inte 
Revenue Code he extended to cove \mel l re t { 
lesser developed parts of the free we ad 

2. That the tax benefits gi ed und hese pro ns he ex] ed to provide 
for accelerated amortization of appropriate f ! ot \ e investment abroad 

3. That the administrative procedures and methods of qualifying for benefits 
under existing and new provisions be simplified tf the 1 Ximu }) ble 
extent 

The National Planning Association steering committee w of the opinion that 
Tux incentives of this type might have a worthwhile effect in stimulating greater 
private investment abroad 

Respectfully yours, 
H. Cut AN S Cha 








999 y 
DIL rU ‘ 
Thank you ve) Mr. Sonne You have been very kind to 
hel 
] ] e 4 1 
| | } tt,¢ ( i to the eall o the chairman. 
' }« i} e ( l (tee adjo rned to recon 
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rUESDAY, MAY 12, 1953 


Hovusr oF RepresENTATIVES, 

COMMITTE! N ForEIGN AFFAIRS, 

SUBCOMMITTEE ON THE Far Easr anp 
SUBCOMMITTEE ON FoREIGN ECONOMIC PoLicy, 


Lhe subcommittee met in room G—3, United States Capitol, at 5 
p.m., Hon. Walter F. Judd, chairman, presid 

Mr. Jupp. The subcommittee will come to order 

This is an informal joint meeting of the Subcommittee on the F 


East and the Subcommittee on Forelon Keo omic Pol Vv. headed by 


Congressman Javits, to meet with several indi duals Wild ive Db 
working on a new method of building more eflicient and mutual 
beneficial trade relations with certain areas in the Far East. Natur 


ally the Subcommittee on the Far East is interested in every progra 
that contributes to the well being ot that area and ourselves, il a, Ot 
course, Mr. Javits and his Subcommittee on Foreign Economie Policy 


are working all the time on ways of improving our trade relation 


with the rest of the world, to our benefit and to the benefit of ow 
whole world setup. mo we were orateful, Mr. Smallwood, that you 
were willing to come with youl associates and tell us about youl 
project. 
| introduce Mr. Robert 3. Smallwood, pre ient of Thomas J Lip 
ton, Inc.. and chairman of the Tea Council of the United States. 
Mr. Smallwood, you ay prov eed as you W ish, 


STATEMENT OF ROBERT B. SMALLWOOD, PRESIDENT, THOMAS J. 
. LIPTON, INC., AND CHAIRMAN OF THE TEA COUNCIL OF THE 
UNITED STATES 


1 


Mr. SMautuwoop. This will be quite informal and very brief. I 
have no written statement prepared. 

We have to do with tea, Which is one of the lmiportant products ol 
the three countries of the Far East India, Indonesia, and Cey lon. 

This country, in colonial times, consumed per capitawise, lar 
aniount of tea, as large as I) eland aoe today. Due to the fact 
that we had trouble with taxes as we sometimes do now, the tea co 
sumption dropped off and tea was practh lly boycottea fou Mary 


vears. Its consumption went down from 5 and 10 pounds per cap l 
a vear, to half i pound, ove a pel od of Lv0O yeal 

Phe producing countries and the trade in t ountry raised mone 
or a campaign just before the last war, whi to a certa extent 


=topped that downward trend in the use of tea 
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| ul gy, and tea was cut to about 60 percent of normal 

oO} e TOOK a } I vu? ° 

Withn veal ve hay iwain raised funds with the help 
ol | LuCII CO ( ( tart a tea merchandisin r and adver- 
t wm) o 

1) f Vv" rain stopped the ce trend of 
Té 

1) i ! Mowe creased 6 to 7 
1h 1 ) t | | ( | ist nie } 1 l l ised 

! ! () l { 

1 ¢ ts o ( eased ZU percent tor 8 quartel 
ot ( 

N { $ nportal to these countries whe int dollars 

I equally port i k, that a group of businessm n this 
country could talk to t ee Torelg rovernment ind their repre 
sentatives and to their tea planters and raise t] fund, of which the 
latter raised two-thirds. These three governments put in approx 
! tely $1 million a vear to promote the sale of tea in this country, 
and the tea trade here, a half million dollars. 

There is no cutthroat competition between the countries. They 


realize that they cannot just sell teas from their own countries be 
cause teas In this country are blends of teas from many countries and 
many gardens. , 

In our own ¢ ise. W se LO o1 more types of tea from Various areas 
in our standard blend. 

We have to blend te itoa certall aroma, color, ind flavor, as well 


as to a certalh cost. The e countries know that and decided to work 
together and instead of advertising only their own tea as thev had 
once done 11 thre pa c. £0 | ind togethei and advertise tea from all 


the countries. 

Last Jar irvy in New York we set up what is known as the United 
States Tea Council to work directly with the producing countries. 
These three governments have 6 members on that council and the 
An erican tea trade, 6. Ind a has os Ceylon ae and Indonesia iL. and 
the tea trade the other 6 with the understand hg that the head of the 
council shall be selected by the American tea trade. Currently it is 
myself. 

The point I would hike to make is this: I think it is probably the 
first time that countries who have something to market in our coun- 
try have jointly—the governments themselves, and their nationals— 
joined together to raise a fund to sell their product in this country. 

I think a oreat deal of credit is due to them. The three gvrovern- 
ments sent then represe! tatives To New Y ork and in 2 days they 
helped us set up a corporation in which the governments are members 
along with the tea association. Funds are paid several months in 
advance, and tea sales are steadily increasing. 

I would like to ask Mr. Winokur, here, who is the president of the 
American Tea \ssoc arion, wl eh is l of the 4 members of this group, 
to tell you a little more ibout this counecil’s and the association’s 
functions. 

Mr. Jupp. Mr. Winokur. 
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STATEMENT OF SAMUEL WINOKUR, VICE PRESIDENT, SEEMAN 
BROS., INC., AND PRESIDENT OF THE TEA ASSOCIATION OF THE 
UNITED STATES 


Mr. Wrinoxeor. Thank you, Dr. Judd. 


I would like to have you understand briefly what role the Tea 
Association of the United states plays in ft picture Lhe ‘Tea 
Association Is an organization of many years’ standing. It nT 
membership corporation which represents the various factor n tl 


tea distribution of the United States, 
It represents importers, brokers, packers, people who make teaballs 


for tea, and so forth, ana it represents a very large cross sectio! I 
the tea business both in numbers and the percentage of tea that they 
account for in relation to total. 

‘Tl 
work 
industry. 

It was about 3 years ago that the association vot the 1 lea that \ 
could help further the sale of tea even more effect vely if we could 

| 


mS organization has over a pel od of years serve | the trade and 


| In many Ways to Toster the sale oft ten a ict to help the ten 


eP¢ 


organize or set up an Industry fund to promote the sale ¢ ; 
could not do it through taxing Imports ol siles of tea, but we found 
that many of our members were willing to participate on a voluntary 
basis, with the packers paying about a cent a pound and the importers 
paying a fraction of a cent with the idea that if we could induce the 
producing countries to cooperate with us. between us we could set up 
a fund substantial enough to have a real effect. 


lor a couple of vears, we suceeded in work ne out sucha plan with 
the Tea Bureau, an organization set 1 p in the United States many 
years ago by the intern itional Tea Market Expansion Board, with 


headquarters in London. Funds of the producing countries for the 
first couple of years came to us through the Tea Bureau. 

Last fall, India announced its withdrawal from the International 
Tea Market Expansion Board, which, as far as we are concerned, 
meant the end of this joint effort unless something could be done about 
it. Our association had the initiative to send a million to the produe- 
ing countries—‘mission” is a big word. Actually, it consisted of two 
people, Mr. Edward Vinnicombe, one of our directors and vice presi 
dents, and a director of the McCormick Co., and Mr. Fred Rosen, a 
member of our staff. They were sent to India, Ceylon, and Indonesia 
to explore the possibility of our working directly with them. \\ 
found them very receptive and very cooperative and that is what 
prompted us to issue invitations to the conference Mr. Smallwood 
mentioned, which was held in New York January 12 and 13. Ina 
period of 2 or 3 days, we worked out this arrangement of a membet 
ship, nonprofit corporation organized under the laws of New York. 
with the 3 producing companies and the Tea Association of the Umited 
States as the 4 members, and the producing countries as a group 
having equal representation with the tea trade of the United States. 

Working together in this way ina spirit of harmony and good will, 
we have achieved results that are mutually heneficial to both the pro 
ducing countries and the tea trade here. This suecess means more 
than the actual increase in tea sales that Mr. Smallwood has referred 
to, and which we hope wil] continue. 
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Mr Tay rs Y l Ciel re ( \ Civ eCa-pa kk vy 
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In the first piace, HOW many dollars does this mean to these three 


countries, Ceylon, Indonesia, and India 4 





How much in dollars in the tea trade with the United States 4 
Mr. SMALLWoop. I would est ite it at between S50 million and 
S60 million a vear, roug ly. 
Mr. .| wits. What the objective tha t can | obtained 
Increased trade 4 
Mr. SMALuwoop. 7 obj ve from our standpoint is to sell more 
OF OUP pro ~ and S ( Line { 
oD AY . Do ou } ( i} | y ci ( \ 
Ot OP 1 thie ( Lie ( ( I ) € 
ot tea lnt ( try ¢ 
M ~MAI ( N We a e t ( ( 
Vt ‘ I i 
t Pac ke } | t¢ 
, ‘ 
4) ( 6S ti t 
\l } I 
’ t 
Mr. SMALLwe \\ r ¥ \\ 
\ 


i | ) f 

Nin. SMALLWo« 2) \ 

Mr. Javits. We are ve 

rbyet Tee nl ( 0 

lf Vou would Oc ( ( tie | ( { 
(1 Phe deere ( ( \ i] } \ rendel ‘ ul 

tance to oversea }n'e ( esp ( tile like these 

. hh Ore TO ¢ } Ltie l ? y Ly)! \ 

lo iS ] le to our ow) O | prod 0 a higt 
ce pr ( 

| SM WOOD | ( ( | \ \ a ) the 
diftier iy tH J prove | e ten l } il Q \ {1 


| e! by! | () Ypert take these vario 1Ol of tea 
trom these various gard ! } l il { 
: int ( cel ‘ ironman \ l t 


‘o> ¢ 
Cercalh Co 


We believe it best to bring the tea ove hn these irge chests and 


do the blending and Pack he nere. 

Theref re there Ss nothing’ we ca té The except how te cTOWw 

d cure tea, and they shi ild know morea itt itt ! we do 

Mr. J Avirs. Are these large « rs il] proa wers ¢ 

Mr. Smauuwoop. They are both large and small, and in these 
CO intries the governments have so arral ved their setup that the small 
produce have a hearing. Phe, are on the various boards. "They 
have government and private groups which include small producers 


s well as the large ones. 
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‘| nere was a time! any years ago whe) the foregvoing probably was 
ot sotrue Now the governments have their own men on these boards 
of the growers. The government is very active in all this because 
they are anxious to promote the sale of tea just as they are of Jute 


i othe products. 


Mr. Javirs. Now, a fact that the tea-growing and shipping busi 
tbsorb any increase which you obtain by your promotions 
ine ivert ng campaign £ 
Mr. SmMattwoop. \W ild you please say that again 4 


Mr. JAVITS J say, SUppose you would enormo sly xpand the co 


Is it a fact that adequate production and financing rvailable in 
ra { meet Suc expansit ( 

Mr. Smatiwoop. Yes, both 

The United States only takes 10 percent of the exportable world 
ipply of tea now. If we doubled our take, it would not be any 

DD Che gardens could be planted and more tea could be grown. 

Mr. Javirs. Thank you, Mr. Smallwood Phat ll Ihave 

Mr. Fulton 

Mr. Furron. What coun ire affected by this ? 

Mr. SMALLWoop. A L-OT ne country can enter this agreement. 


Of course, it is subject to the approval of the Tea Association and 
ie otner three countries alre vd n it, on the same basis. We will 
nvite Pakistan to enter into it, although they ship very little tea 

A irica, al ot} er 7 ocdducer, velco) ». but thie \ ay thy ship SO little 
esent that they are not very much of a factor. 


it p é 
Mr. Furron. This would not be in the nature of a cartel or repres 
sive organization to limit at any future time the production of tea 
xr the sale of it? 
1 


Mr. SMALLWOOD. We will be glad to show you the bylaws of t] 


L1e 


orporation. We specifically provide against that sort of thing, and, 
of course, naturally we were advised legally in this to be sure that there 
was no such implication. 

Mr. |] ULTON, There no allo ition Dy reographii irea tO al) of the 
ndividual members of this corporation / 


Mr. Smatuwopp. None whatsoever. 

Mr. Furron. Are there any proposed qualitative or quantitative 
imitations ¢ 

Mr. Smatiwoop. There are none except whatever qualifications may 
be set by the individual governments. 

Mr. Furron. There are no side agreements in this corporation made 
between individual members. not of record ¢ 

Mr. Smautiwoop. None whatsoever; no. 

Mr. Furron. And it is the idea in this type of association to limit 
the arrangements that are being made sole ly to those of record and 
inder the corporation ? 

Mr. Smatuwoop. Yes. 

Mi WiINOKI R The S1Ze ot each cou trv’s Col tribution is volun- 
tarily urrived it and anno ed by itself. No on dictates or suggests 
to any co intry W hat its contr Hoon shal] he and t hie contribution of 
the trade to the Tea Association is also voluntary There is no re- 
quirement that they be paid. , 
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Mr. Fui ron. And there is no limitation of the time of sell ng I 
order to have any effect on price? 

Mr. Winoxur. No. 

Mr. SMALLWoop. Tea is sold in a free and open market. This has 
nothing to do v th Un restriction of any kind 

Mr. Futron. And there is no inte t by such an association to for 


maize or perpetuate ; y pa r method of distributi if ten 
is there? 
Mir. SMALLWOOD. No. nol » whatsoever. 


Mr. Furron. That is all I have. 


ne ad ( { Wi Dor ay fr Or i 
pphed » QO } 1) ! cy f | 
plant opera 

Mr. mM L.\ We aid { 1 t \\ t { 
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l veil ! l \ 
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ther I think they would want to feel fai re ofa Ther 
would want the trade on t ae te Operate, too 

Ph Vv are think (r OT ( nt mm } } C's 4 , 
been used in the United S 

Li WINoOKI 1 tl kk 4 { ( { enture 
is that the te trade itself it tine mone vr is t} none 
from abroad and aiong wit it, they re vett gf a contribution of 


etfort. know how nd expe Ce i] per vy money I) ¢ eI 
| 


Wise WOUId Not De Valin 


India, men they would like to se iover w eovernment approval te 
learn how to market tea, and how it is handled here. 7J hey have ex 
pressed a desire te clo that ahd some of oul ynpanies, mine m¢ ided,. 
have offered to take 1 or 2 me tatime for several mont and teac!] 
them all we k OVW about th spart of the tea t ess, 


Mr. Furron. 1 would bk 
on this Foreign Affaire Committee who are concerned about the att 
tude of the Crovernment of Cevyion. i COncerh al e over t 


{ I 
failure to cooperate with the United Nation una ie free fore I 
their hipping good ol st feg nature to Communist CC] 

This is e pecial vy true wit we are engaged ina Wal l Ko Ca, V 
Communist 4 ina having 1 dea Loo} ous Nort Kore 
against our own t) ps. Phat quit a dactor witl me oi 


4 +) \ 


to the position of the trade 
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Lo thre 
Mr. SMALIA ». | for every from 1 stand 
point as head of the J ( by t he unly responsible 
for receiving these funds for expenditure, I wv be very glad to. 
You know that represe1 es of governments do not speak freely 
and cannot, but [ t LK I rhe (quote the com ttee al Say that 
you do teel Strong ty pout tT . that { \ 1 oreat be ming on the 
good will between the two, it would be a very wise thing to discuss 


Mr. Javirs. You mnot gq te T yyN1) (tee be use the commit 


tee has not decided o1 ~ but vou certainly quote two Congress 


Mr. Funron I was going to add t il. Mr. Javit Is Chairman of 


the Subcommittee on Foreign Economic Policy and I am chairman of 
the S ommittee for Eu the Foreign Affairs Committee. 
Each of us say that it has very serious bearing on the relations 


and as bee riven some riot onunent and studv by the full com 


Mr. Hyper. The proble one of feeding a population that is buy 
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Palking about Cevlon. when her \oriculture Minister was ove} 


here, about + or 5 months ago. he had lunch with Mr. Smallwood and 
other members of the trade, and myself at that time. Lea is ¢ vlol ’s 
biggest foreign export. They were Ni nxious to ado everyt S 
that eould be done to i se. ( en) ra l Nat ra \ ( 
adiscussed not o but ten ( ( ivi { \ o f 


rye . { : 
1 ( 
deve | 
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Ol ne qdirect hi DO LY Li's | ested 
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Che problem basic, and is not one « ternational organization, 
ore nh ¢ ie of I ted Natio ’ forces if a probk oft protecting our 


own forces from outside attack of whatever nature when we are also 


supplying them this Coneress with the best we can to eep thel 
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Anything that adds to the potential against them, my judg t 
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po nt | would like to make. f it 1s relayed to people in Ceylon, that 
there is an opinion in America that we are in a serious situation 1n 
do, want our young people protected. 


I believe in the long run. that a friendship with the United States 

Ly ed States people will pay off better in eood relations as 

od customers 1f there not the fer ing of the weight of any country 

by o throw} rdve tly tot ale aga) tu yhen our security 
ad curity of our i Ct it sta ke 
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i is el 1 
chairman of conference a st wee pening said the Ir pa 
pant ire undertaking at ssignment which neit could yy ) 
u p i Wi ‘ ! { pions gil in eXa 
I lusti l con nte 
We in American tea trad ere cd | 
‘ ‘ ‘ } ( 
5 nterl l ( erel rit 
We are ce ed "\ | } ! 
I \\ ‘ ‘ 
est 1 te 
le f 1) M 
S l l | il ) 
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It will use « g | ‘ he neluding 
1 sil ‘ earch les pron D g 
n I re g pact of this prog ! ‘ l na lal tea 
compante \ ol ri heir sales fore t ari ! paigns 
nto the field and make them work at the point 
“Tt is not only money but manpower that visa ke ( ul gY 
successful, and the tea industry pledges its money dl its bined f 


if over 2.000 men to the task ahead.’ 


Mr. Javirs. The subcommittees stand adjourned 
(Whereupon, at 5:45 p. 


m.. the subcommittees adjourned. ) 
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THE EXPANSION OF TRADE 


Phe opinions and recommendations expressed in this report are 


those of the United States Coun of the International Chamber of 
Commerce Phis report is not intended to assume the views of the 
Lae tS COMMISSIONS, Or lhationa Committees 
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ky. A. Emerson, president, Armco International Corp., New York, N. ¥ 
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Cc. CC. Johnson, vice president, Foreign Department, Chemical Bank and Trust Co., 
New York, N. Y 

A.N. Lilley, vice president, The Texas Co., New York, N. } 


John L. McCaffrey, president, International Harvester ¢ Chicago, I 
Morris S. Rosenthal, president, Stein, Hall & Co., Inc., New York, N. ¥ 
William R. Strelow, vice president, Guaranty Trust Co. of New York, New 


York, N. \ 
James D Zellerbach, president, Crown ZA erbuch ¢ rp San Francisco, Calif 


Rapporteur: Richard G. Gettell, chief economist, Time, Inc., New York, N.Y 


From the early days of the Republic until the First World War, protectionis: 


was a basic dogma of American policy Introduced in the days of Alexander 
Hamilton, when we were a young undeveloped country, this policy seemed to s 
us well. The protective devices helped our infant industries to grow and 
the same time furnished the largest source of 


They did not constitute an important obstacle to international trade because 


revenue to the Federal Government 





Great Britain from the middle of the 19th century until World War I followed 
a free-trade policy of hich we were beneficiaries 

Since the beginning of the century the productive efficiency of the United 
States has far out-distanced the rest of the world The effects of the two wars 


and the ensuing breakup of great empires has contributed to placing upon our 
shoulders the responsibility of world leadership. Our protectionist policies have 





interfered with our exercise of leads rship. Althous protectionism has been 
in retreat for some time, we have not vet succeeded in pers mding the w d 
that it is our national policy to open more widely our market to foreign goods 
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Of late the issue has been pointed up by the realization that our foreign trade 
has again fallen into the pattern of sizable annual export surpluses financed, 
in effect, through our foreign-aid programs hus, the world obtains dollars 
with which to pay for our excess exports by means of additional tax burdens 
shouldered by the American public ; 

But the era of grants-in-aid is drawing to a close. Our taxpayers are restive 

burdens imposed upon them; and even the foreign recipients 
f our aid are increasingly anxious to earn their upkeep through their own efforts 
” 


ile Should grants-in-aid of varie 


under the heavy 


he same. a sharp decline in our 
ts wake recession and unemploy- 
int sect l 1) 

our exports cot » larger if they were not artificially held down 

v I e trade 1. ( f f ntries d ri nating against Ameri 
goods We object to these policies, j their existence reduces the amount of 
foreign aid de i } ur international accounts If we want, at one 
ind the same time, to reduce the burden for our taxpayers, to eliminate diserim 
inations in world trade, and to maintain a thriving export business, we must 
overcome our traditional abhorrence to imports. 
ihe ot of “1 arky poken for and against our tariff policy and muct 
cof the discussion seems more emotional than objective A rational lowering 0 
duties and the elimination of obsolete trade barriers would create a feeling o 

ler ibroad in the purposefulness of our foreign economic policy 
The United States Council! is offering its report, the Expansion of Trade, in 
the hope that it might usefully serve in the clarification of these problems vital to 
the welfare of America and her allies. 


l 
e 
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TARREN LEE PIERSON, 
Chairman, United States Couneil oN ernational Chamber of 
Commerce. ; 
THE EXPANSION OF TRI 


Il. INTRODUCTION 


Within a few weeks the Reciprocal Trade Agreements Act (Trade Agreements 
Extension Act of 1951) is due to expire. Most public discussion has centered on 
the questions of its renewal or amendment. This report urges that a mere con- 
tinuation of past legislation is inadequate to meet today’s problems. A more 
thorough reorientation of our commercial policy is required. Specific proposals 
to that end are outlined below. 

Underlying all that follows is a deep conviction that the extension of trade, 
both domestic and foreign, is in the interests of this Nation: its labor, its in 
dustry, its agriculture, and its consumers. The more nearly trade can be free, 
governed by healthy competition, the more fully and efficiently will men and re- 
sources be employed and the greater will be the enhancement of the standard 
of living 

The best practical testimonial to this principle is the volume of trade and the 
level of living standards enjoyed within and among the 48 United States of 
America. Within our Nation free expanding trade is fully recognized as a mat- 
ter of mutual advantage for all involved. This recognition cannot stop short 
at our national boundaries without disadvantage to ourselves as well as to those 
who would trade with us 

We do not conceive our recommendations as a panacea for all the economic dis- 
locations of the Western World Many of the present difficulties are monetary: 
many derive from domestic problems of other nations and cannot be solved by 
our acts alone But, as Americans, concerned with our own interests, and as 
realists, limiting our suggestions to measures which we believe immediately 
feasible, we count it imperative to alleviate the tragically absurd situation into 
which the international trade of this country has been allowed to drift. 

At present some of the goods we produce are being sent abroad and consumed 
there. Some of our taxes go abroad, as foreign aid, to provide dollars to pay 
for a portion of these goods. In essence, therefore, we are financing a significant 
part of our own exports—and have done so to the tune of approximately $35 bil- 

I nee the war. Thereby, as consumers, our seale of living is doubly re 

vy the unavailability for domestic consumption of the goods that go 
and by the higher prices that have to be paid for goods consumed at 
As taxpayers our burdens are increased by foreign aid programs 
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Our foreign economic policy promises no improvement in this undesirable state 
of affairs as long as we accept nothing in exchange for our export surplus. Curi 
ously it is our allies, more than we, who currently ask for two-way trade 
instead of one-way aid 

A deflationary solution, of com ou ve found in the reduction of 
exports Phis could be ; ] reducing our foreign aid, which us 
has resulted in ot natior ! i fur Y their imports of our good 
orde rto equalize thei ) ; i { : “ ires would have an ad 
effect on our economic 
our export industries 
abroad und weaken ¢ 
in the tlow of our e 
economy 

The ob usly preferable 

oul pal 


imports ild 1 ) ‘ burden, 


iving, c » oul \ and ] asis for continued 


trade expansion com “uble ) h i i » viously chat 
several United States TI Woul } i t« I mutual benefit 
ticipating cou ies—not 
Today tl 
the increase « it imports a i! p it toms 
import quotas, and various forms o l ial le utior esizned 
ticular American producers from the 
We believe that the severity of the dislocati Poul economy which 
might result from overnight repea ‘ tl trict » measures has been 
vreatly exaggerated. To the extent 1 f Iport ased on the assump 
tion that domestic producers cannot ) i rei irms employing 
lower paid labor, it overlooks the relati a intage our higher productivity 
In most instances we pay higher wages incur ) ‘rr wage costs per unit of 
product than our foreign competitors \ ndustries, paying high wages, 
compete successfully at home and despite trade barriers abroad, manage to sell 
their goods in foreign markets 
Nevertheless we are aware that the burden of adjustment 
would fall unevenly on various domestic industries and 
possible to know in advance where and how dist 
Accordingly we think it impolitic and unnecessari 
tection in a silgle step 
In our view it is more important 
change in our foreign economic poli 
the change immediately Accordingly 
courage lmports, 1 ¢ SSively re 
shock to those parts f tl econoniys 
protection In short, we favor a poli 
but which approaches this end wit! 
due regard for conflicting interest 
The proposal sketched below 
ations Focussed as it is on don 
part of the United States 
negotiations with other countri 


relaxation of their trade barr 


We propose that a Trade E l ) 0 ) written 


his session of Congress incorporating the following provisions 


1. Custons sim plificat on 


The redtape, complications and confused valuation procedures under present 
customs practice are serious deterrents to our import trade The need for 
Clarification and simplification has long been voiced by the United States Couns 
Interstate Commerce Commission We are gratified that a customs simp! 
tion bill is scheduled for action during this session of Congress We urge 
ever, that the original bill submitted to the Sist Congress 


substitute measure passed by the House last year hich 
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balance of payments, of tariff reduction, loan aid programs, and foreign 
lake 1 nend Sa eciproca oncessions designed to eliminate 
rest! s on intel ition: de which the United States hould obtain from 
‘ ntries by inter! ! negot l 
Ser\ iS watchdogs of 1 ol policy to insure that special interest legis 
! ‘ illowe ranscel e basic tional interest in the expansion 
rhe program out ed above is 1 led out in deta That is a job for the 
Congress and for the Preside b the intent is clea the mechanism is 
j dl the mal is é ! desirable 
Great strides have bee ein ou vn policy since the days of the Smoot 
Hawley tariff The recip rit igreeme! program, for all its inade 
quacies, proves our growil re oni n that the United States is a mature 
member f the internatiol ‘ f \ \s cl has deserved the 
support ill who decry re tiol 1 race nd seel Oo Whittle them away 
At th ent the need is urgent f bolder steps We of the United States 
‘ e 1 urge he en fe hwith 
} ‘ t is COl eted bef he President requested the Congress to 
‘ end the Reciprocal Trade Agreements Act for 1 year luxtension of the act 
compatible with the px. proposed in this report and consistent with 
1) d States C Cli ( 
Ey (OM MITTE! a | I STA ( CIL NATIONA 
( \ COM MERCI 
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Most of the industries in the United States are depende! pon foreign mar 
kets to a very appreciable extent. Full employmer f industrie é $ 
i continuing and expanding overseas market fo1 ir products, thereby gene 
ing high purchasing power for millions of rkers it e | ted State 
them to buy the products and services of other industries and produce! oO 
domestic and foreign Furthermore, 160 million consumers of the I ted S es 
will benefit not alone through a wer cost of ng which such an e ‘ 
policy will promote, but through the substitution of a program that will stimu 
late trade rather than pursuing a progi 1 of continued aid I reductioi 
be effected, and these tax reductions, in turn, w permit taxpayers to devote 


a larger proportion of their earnings to the purchase of products at lower prices 
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VALUE OF WORLD TRADI O THE UNITED STATES AND CALIFORNIA 


Exports of $15 billion and imports of $12 billion—imbalance 


es dollar shortage dependence on imported strategic raw 
als key to strong United States defense Increased imports 
hizh ue of world trace ill improve economic conditions of 


VW exports averaging $15 billion and imports approximating $12 billion a 
the importance to our country of supporting this vast trade is quickly 
It is said that the livelihood of approximately 5 million workers is 
ent upon exports alone Furthermore, the very existence of some of our 
ort t industries rests very largely upon imports of oils and minerals as well 
w products such as coffee, fibers, oil-bearing seeds and nuts, crude 
rulbbe and countless her matel Thus, several million additional 
s are directly dependent upon the handling, transportation, and processing 
ted products and materials 
I ving the | war, substantial grants of American dollars were made to 





ountries to promote industries and place those nations upon a sound eco 


ng. Now that we deem it advisable to discontinue such dollar grants, 


rent that if we are to maintain a high volume of exports, the only 

e substitute for such financing is the importation of the products of 

, ed reign ind ‘ t least to the extent that their products will 
ate needs or add to the well-being and happiness of our people. 

\\ rchase large quantities of raw materials in any event, and there 

additional volu require to counterbalance our ¢ rts will not 

more than 2 percent of our national consumption of goods. We 

uld facilitate such importations in the national interest since it would 


pear that substantial purchases of manufactured goods could well be made 
Iry to any important industry 
Cooperation on the part of the United States in maintaining a high volume of 
rade will help te safeguard world peace by providing improved economi« 
s in strategic countries throughout the world. World peace is essential 
welfare of our Nation 





| t trade of great importance to California with large percentages of 
crops shipped overseas. Manufacturing industries such as machinery, 
‘ cals, pharmaceuticals, aircraft, and motion pictures increasing overseas 

Cotton crop needs export markets for 50 percent of production; Califor 

| es feeling dollar shortage and loss of foreign markets 
WW lt le has been of 21 portal { e State of California for nearl) 
‘ I due to the are en l¢ solatiol As productive industries de 

nd ked subst: { On markets Ct Was necessary te find markets 
e the mits of the State The share of California production that has 
n exported | far exceeded the national average for many years. Prior 


— 
> 
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prunes produced in th 





ere shipped overseas, 1 nly to Europe Likewise, about 20 percent of 
prod ed, 20 7 nt of nh fresl iru ind il ut one-fourt] 

I ere a ( ind the n nICTUre nd aircraft 

( were depende pol ‘ exports fo pproximate one-third of 

( ndustt xpat n has ontinued t an increasing rate since 

f World War ITI ny m branch factories and new industries 

1 it State, tl fu creasing thi dust | potential. Cali 

ut eS « lust! y. refiner 1 ell equipment as 

‘ lucers of med dl « el 1 ceutical products have enjoyed 

et, 1x nNereac n the ‘ rts during th postw period In addition to 

! export y I of processed food products referred to, California's 

I economy has i ‘ int st e in stable markets overseas At 

e practically all the cott roduced in this State was exported, and last 

n half of the cotton produced was shipped overseas loday total 

| f the f California exceed $1 billion vear and with the 

( ent of balance in trade and with an improvement in the 

sin ) ad é he fu hey ere ed 

Phe shrinkage of foreign markets, the increasing tendency of imposing controls 

ed r sl ge abroad a cutel elt today in California industr 





FOREIGN ECONOMIC POLICY 300 





Efforts are being made ilifornia s agri nd 
industrial products. S« ts and foodstuffs produced 
abroad find their wavy into the econo: for processing and mat 

facturing. It has been estimated that every dollar’s worth of imports puts S38 
to work in the State in the form of finance, transportation, manufactur and 


distribution. 
The volume of foreign manufactured goods entering California is 1 
but because of the very substantial annual tourist trade, the State should easily 


increuse its purchases of handicraft and similar consumer goods fro the 
countries in Asia, Europe, and Latin American without any harm to eal 
production. Only through increasing such imports ay we expect a ncrease 
in the purchases of California products by the countries s¢ gz the y is 
here 
A long-range sound foreign trade and financial policy can have great effect 
on the economy of California than on any other State in the country \ stead 
increase in the trade volume means a sound maritime and shipping ind 
which also may be termed a strategie industt necessary to the security nd 
welfare of this State and the whole country Our policies and obj tives 
cerning the countries of the Pacific area have significant bearing on the future 
of California’s growth and expansion 
I D NOT ID 
Thirty billions in grants-in-aid must be iperseded by increased 
trade—larger imports on our part Wil! relieve heavy burden on 
American taxpayers Provide dollars to other countries to pay f 
our exports 
We have given more than 30 billions in postwar aid to friendly nations nce 
the end of World War II These nations—to their everlasting credit W 
propose that instead of giving them dollars, we remove the restrictions on their 
sales in the United States market Thev believe that if ch restrictions are 
removed, they would be able to earn the dollars with which they could tain 


or expand their purchases here 

A discontinuance of economic aid to foreign countries would relieve 
pavers of one of their major burdens Reductions in such aid might have been 
made sooner but for the fear that our friends and allies abroad would bé unable 
to do their part in the common defense against foreign aggression \ny loss 
in our Government income by reason of reduction in rates of import duties 
authorized for the purpose of encouraging imports will amount to only a 
of the cost of continuing dollar aid which would otherwise be required to enable 





friendly countries to maintain economic stability The policy identified with the 
slogan “Trade, Not Aid” may enable us to reduce taxes without imper nye the 
economies of allied and friendly nations Our response to such a commonsense 


proposal will be a measure of our statesmanship 


BUY AMERICAN LEGISLATION 


Discriminates against foreign merchandise by United States 
Government agencies, incompatible with United States foreign polic)s 
for freer world trade. Should be repealed, 


The Buy American Act is a Federal statute which requires United States 
agencies to discriminate against foreign bidders for the sale of merchandise 
to the United States Government unless the domestic cost of the product being bid 
upon is “unreasonable.” By custom the term “unreasonable” has been inter 
preted generally to mean that the American bid must be accepted unless it is 25 
percent over the foreign bid. Since such a differential in price rarely exists, 
the effect of the statute is practically to exclude the foreign producer from this 
market. As the leading champion of freer world trade, such a policy on the 
part of the United States Government is indefensible. Particularly at a time 
in world history when the people of the United States are engaged in a program 
for the rehabilitation and development of the economies of many foreign na 
tions, the Buy American Act is a direct contradiction and against the welfare of 
the United States. Furthermore, it is inconsistent with our Government's fiscal 
and economic policies. The act should be repealed in order that a free market 
imay prevail. 
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of a program of public education to bring about the ireness of the American 
people to the importance of reciy trade and the necessity of buying from 
abroad we would maint: r foreign kets /) financing of worthwhile 
and dese x projects abroad | ins oal tl gh banking channels 
wit regularly scheduled repayment progran 
As the aid program is abolished, s« d and adequate technical assistance 
programs should be furthered All overseas vities in this field should be 
oordinated under one head and the large numbers of supervisory personnel 


waste 
of 


and 
to 


areas 


pub health, education, sanitation, and agricultural techniques Provision of 
capital and assistance for indust1 development should be the function of 
private enterprise In both fields emphasis should be placed on developing 
local skills and capital. Our Government’s program for technical assistance 
should be coordinated with that of the United Natior 
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CURRED Y CONVERTIBILITY 
Currency convertibility requires sound credit and fiscal policies ‘ 
and other measures to assure the most efficient use of each cour 
try’s resources fhe United States an British Commonwealth 
should take requisite steps to bring about worldwide convertibility 
at high levels of production and employment. Our contributio 
should be tariff and customs reforms and other actions Other 
governments should be encouraged tf take similar appropriate 
actions 
’ Curreney convertibility means a free conversion of the currency of one 
into that of another 

If convertibility is to be achieved it will be accomplished through a combi 
tion of effective measures by the United States and countries having dolla 
deficits. Some of the steps leading to the proper economic climate permittil 

. the gradual application of convertibility are 

1. Sound credit and fiscal! policies on the part of all countries 

2. The establishment of exchange rates that can be maintained within the 
framework of economic stability at high levels of output and employment 

3. Flexible production patterns permitting the reallocation of resources in 
response to world supply and demand conditions 

The above refer to general policies that sl ould be followed by all countrie 
if convertibility is to be achieved There are specific contributions that might be 
made by this country, some of these are 

1. Renewal of the Reciprocal Trade Agreement Act 

2. Simplification of cUustoins regulations 

3. A revision of our present tariff law tending toward lower tariffs 

$, Repeal of the “Buy American” legislation 

>. Stimulation of tourist travel 

G Encouragement of American hnvest ents Our Government < id eT 
courage foreizn countries to adopt legislation favorable to the safety of such 
funds and should free American investors of the disadvantages of double taxation 

7. Abolishment of Commodity eXport subsidies tending to favor the United 
States in world competitiot 

Other governments should be encouraged to take appropriate action with the 
view of achieving these mutually desirable objectives 

GOLD » MC ARY POLICY 
Stable domestic and world economies necessary for United States 
dollar on convertible gold bas President should appoint a con 
mission to make appropriate recommendat ns 
, 

We favor a sound domestic economy and exertion of our influence fe i world 
economy of such stability as will permit the ultimate placing of our United State 
dollar currency ona fully convertible gold 

\ change in the price of gold in terms of e United Stat lollar 

e measure raises any questions as to possible eifects « the econo of the I ed 
States, international trade and contidence in the de ir and its relation te her 
world currencies 

We recommend that the President appoint a Commission of recognized 
ities representing ntere ( erned te ! ce a study of ; questions 
involved and mak L complete eport includi recommendations tl vould 
lead toward the attainment of these objective 

1 iif 
Taxation on foreign ear Ss operates deterrent to overse 
business Foreign investments sh ll be coverable at accelerated 
te prior to imposition of United > es e tax. Serve as ince 
tive to additional private investments Wester! Llemisp ere 
corporations tax conversion should be accorded to firms doing bus 


hess in all countries 
Taxation of American income on forei earnings has been a major pri 


for many years and present United States policies operate more as a deterrent 


to doing business abroad than as an incentive. Since foreign investment nvolve 
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d other st ons wl hincte he fre \ 
al W o Wdbiit t ed is be ad ( I 
f the United States « I ther i? rl . 
As an initial step, an early turther reduction l 
ndertaken with particular emphasis « thos on ( eS oO} 
tilly high rates of duty lL exist 
It is further recommended that ur Government e ¢ re 
the early elimination of processing taxes and ot eX t wX¢ hicl 
practice, become additional tariffs that create new t e barriers 
Such a program w benefit our Nation by ffording othe frie 
the means of earning for themselves—rather tha ‘ y ns 
the dollars necessary for the maintenance and furthering « | le W 
ind for their continued and increased purchases from our ex] ndusti 
Ready access to ir markets is essential to the ec ‘ \ ( fre 
Re idly access to the markets of those nations is essent ey I 
ductive capacity of our own industry and agriculture 
CIPROKL D AGR Lf \ , 1 
’ 
liefers 1932 tariff 1) VY state el Act | I ry el 
‘ cts on id nd our relatic one ve dap t t ( 
fi gr d \ should be ide perl re W lcd | 
continu ad permanel ecol vole ipe a 
e pel ) endments should died d ed p 
effect e and promp ‘ ition of Re 1}) i le uA ‘ 
\ GALI vreements nece rry ite 7 
ti ms to accomplish furth tf redu ! ( ot le 
barriers 
The San Francisco Cha er ( ( erce ¢ ‘ ] 
Keb ry 19352, « ing pon the ¢ ‘ f ‘ ) 
‘ Ol n I rates in the interes e rey g of ‘ 
erce \\ ( mend the Cor ess f I le Agre t 
\ pa ed n 134 ind renewed 1 I hie 
No other instrument has had the beneficial effect ¢ ‘ ! t 
etween the United States and friendly foreign ! since the pre i first 
became operative in 195 rhis is proved by the fact t ¢ ress S eXte t 
e act from time to time, and in each instance all phas of i provi ns ere 
enrefully considered by the National Congress and business Che benetits of this 
et are particularly well idapted to the 1953 fore n policy of the United S f 
‘ eplace rel rial Dy elg ale wa te ‘ vy ‘ ) ( I } { ‘ 
vorld becuse f the pr ens é nd bene vt I 
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that Congress renew the act in its present form as permanent law Such action 
idd needed sta ty, continuity, and permanence to our economic policy 

We feel the escape clause and the peril-point amendments to the act in 1951 

‘ lnbersome, and studies should be taken for their early revision to accom 
plish effective and prompt ad nistration of the Trade greements Act 

I} rs eral conference for the reduction of tariff barriers in which 
he United States participated was held at Geneva in 1947 and the General 
Agre ent on Tariffs and Trade (GATT) was drawn up to incorporate and pro 
tect the reductions and bindings (or concessions) in the tariff rates At this 

d@ two subsequent meetings at Annecy in 149 and Torquay in 1950-51, the 
United States concluded trade agreement negotiations with 34 nations which 
account for four-fifths of the world’s trade. The General Agreement on Tariffs 
and Trade (GAT ncludes a set of general provisions relating to the conduct 
‘ ter ion trade, as we s the schedules of tariff concessions GATT has 
ccomplished the desired results in securing a multilateral reduction in tariffs 
and ¢ ination of trade barriers, which are promoting a freer flow of inter 
nation trade among the leading nations of the world. Furthermore, GATT has 
provided forum for settlement of trade disputes arising from breaches of the 
GATT rules of fair trading United States’ support of and adherence to GATT 
she d be continued 


The San Francisco Chamber of Commerce reaffirms its policy enunciated in 
1030 i recommends renew: of the Trade Agreements Act in its present 
for for not less than 4 years and preferably without an expiration date 
CUSTOMS SIMPLIFICATION 


Revision of administrative provisions of tariff act will eliminate 
ays, expense, and redtape in entry and clearance of imports 


Import trade will be facilitated and larger volume encouraged 
Names sections to be revised, will facilitate clearance vessels 
’rompt hearings should be held when new legislation is introduced 
New legislation needed eliminate other inequities and bring up to 
date other procedures lariff law to be amended to clarify and con 
solidate present tariull classi ations United States consular in 
voice should be eliminated | xpanded trade will result 


The San Francisco Chamber of Commerce strongly recommends simplification 
f the customs administrative laws and administrative laws of other depart- 
ents and bureaus affecting imports and shipping 

The revision of these administrative provisions of the Tariff Act will have 
the effect of eliminating delays, expense, and redtape in the entrance and 


clearance of imports 1nto the United States 





The America economy is capable of absorbing increasing quantities of 
import both raw and manufactured products, without affecting seriously an 
segment of the productive capacity of the country The increase of imports 

e extent of a few billion dollars a year is the surest and soundest method 
0 icing dollars in the hands of foreign countries to provide the wherewitha 
vi h to pay for our exports. The enactment of ne legislation bringing 
nistrative provisions of the tariff up to date and to meet present-day 
ind policies would great facilitate and encourage our import trade 
ns of the admi tive provisions of the Tariff Act of 1980 (as 
ed) ¢ eril \ l n for dut purposes, time mit of appraisement, 
eign currencit ping duties, per duties, special marl 
ng ere s, countervalll a s nnecessal ‘ tion of carriers d 
es, time limi f ippralse ent ind Classification, nd many 
ot d nistrative laws al he regulations thereunder are ong overdue 
| ‘ direct barriers to the free flow of imports 
n of burdensome and co icated administrative provisions of the 
| \ » «witl mendments) to provide an effective and up-to-date 
< f the ent of merchat e and vessels transporting same is highly 
ne ‘ ‘ \ custo simplific ior has been in 
n the present Conere It is on the President’s 11-point program 
e San Fr isco C] ber of Commerce urges prompt hearings by Congress 
e Customs Simplification Act, and the early enactment of this importan 
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Che chamber recommends the introduction and passage of additional | 


tion (1) to eliminate inequities which add to the difficulties of enforcement 
customs laws, and (2) to review and revise laws relating to imported merchandis 


and the carriers, transporting such imports into the United States. The prese1 
laws have been in force for many years and should be reviewed and revised 


bring them up to date with present world conditions 
As a further immediate step, we advocate the clarification of our present tarift 
Classifications with a view toward the elimination of all conflicting, du n u 


ous, and complex Classifications Furthermore, the actual number of tarif 


/ 


classifications should be reduced by consolida 


Efforts have been made for years by many countries to secure simplification 





, and standardization of documents on import and export shipments Slow prog 
resS has been made. Our Government should actively make further efforts 
At this time we can lead the way by incorporating in the Customs Simplificatio 


Act a provision to eliminate the United States consular invoices It is a dupl 
cate of the commercial invoice, and its elimination would reduce heavy expense 





. to the Government and importers and avoid delays when documents are late 
arriving. 
16. MERCHANT-MARINE POLICY 

Support national policy statement in Merchant Marine Act of 
1936. Shipbuilding and operating parity payments are necessary 
to maintain strong adequate merchant murine Aid cargoes should 
be divided equally between American and merchant fleets of othe 
nations. Our Government take prompt and effective action to pre 
vent acts of discrimination by other nations against United States 
vessels and aircraft. Routing of cargoes and passengers and ship 
building, repairs, and other marine operations should use private 
services except where security of the United States requires use of 
Military Sea Transportation Service. Coastwise and intercoust 
services should be rehabilitated lake such other action by indus 
try, labor, and Government to insure adequate merchant murine 
Facilitate international travel. 

We favor and support the following declaration of national policy respectiz 
our merchant marine, as set forth in the Merchant Marine Act of 1936: 

“It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a 
sufficient to carry its domestic waterborne commerce and a substantial portior 
of the waterborne export and import foreign commerce of the United States and 
to provide shipping service on all routes essential for maintaining the flow of 
such domestic and foreign waterborne Commerce at all times, (6) ca] 
serving aS a naval and military auxiliary in time of war or national eme 1 

» (c) owned and operated under the United States flag by citizens of the United 
States insofar as may be practicable, and (d) composed of the best equipped 
safest, and most suitable types of vessels, construct n the United States 
manned With a trained and eflicient citizen personne It is hereby dee ( 
be the policy of the United States to foster the development and ‘ 

° maintenance of such a merchant marine 

in keeping with this merchant-marine policy of the United States, the chamber 
urces 

4. The continuation of such shipbuilding at d ship-operating parity paymer 
authorized by the act as are deen ed necessary to maintain a strong and a 
American merchant marine capable of carrying one-half of the waterborne f 
eign commerce of the United State Such payments should be nited t ck 
necessary to place the American merchant marine on a parity with mere] { 


fleets of other nations, and should not result in an advantage over s h fore 
fleets in the items included in the parity prograr 
B. The retention in all fore) iid and simi ‘ of the provis ae ore 
to divide the routing of ald cargoes equally eLwe he Ameri ‘ 
marine and merchant flee of natiol rece ! the 1 cargoe 
C. Prompt and effectiy ct \ eli s Ley ‘ 
prevent acts of d ik ion by her! ‘ \ e) 
mercial aircraft o he United States Similarly depat ‘ 
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World trade promotion program s ild be expanded Ye | 
public edueation program she (al ie ited sf e gre es 
pation by lo business vorld trade expat l Contil 


support of National World Trade Week, Foreign Trade Zone, We 
‘ World Trade Center and the San Francisco School of World B 
hess World trade information and promotiol tivities of Bure 


of Foreign and Domestic Commerce should be restored, « trol over 


} 
foreign service officers on commercial work given to Commerce D¢ 
partment and trade conferences planned for sucl officers it! 
business men when they return to the United S 
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San Francisco’s Foreign Trade Zone No. 3, to the World Trade Center now 


une onstruction and to the San Francisco School of World Business 

W note wit satisfaction the increasing cooperation between educational 

I tions and business firms and organizations in the training and placement 

‘ onnel for international commercial activities exemplified in the successful 
progress being made by the San Francisco School of World Business. 

I ew of existing world conditions, it is probable some export and related 
col ;s over foreign trade will continue for some time to be an essential and 
effective means for plementing sound national policies It is felt, however 
that the Bureau of reign and Domestic Commerce's activities—now largely 
re ryv—should be reappraised in the light of both current conditions in 
world trade and current philosophies of government, to make certain that the 


emphasis given to control activities is in proper relation to that given to those 
historically, were the primary function of the 


services to businessmen whi 


Poday’s conditions make it essential that those engaged in world trade have 


current and con pre hensive data, in usable form, on those factors and develop 
ments that have a bearing on their activities. It is felt that an increase in this 
tvpe of service by the Bureau would be beneficia 


We urge that officials of our Government give greater consideration to the se 
t n service officers to carry out the commercial work overseas with 


the proper economic training and preferably with business experience—in ordet 


that this phase of our overseas work be made as effective as possible. The 


selection. training, and activities of these officers should be under the direction of 


lec ‘ ot toreig 


the Department of Commerce 

It is felt that the Bureau should develop a program through which businessmer 
could meet with foreign service officers of the Bureau when they return to this 
country These officials would have much valuable information accumulated at 
their posts which would be very helpful in getting a complete and current picture 
of trade prospects in the areas involved. Possibly a program of periodic trade 


conferences at the bureau's field ollices would serve such purposes 


AprEnpIx II] 


AUTOMOBILE MANUFACTURERS ASSOCIATION, 
TRANSPORTATION BUILDING, 
Washington, D. C., April 20, 1953 


Il Jacon K, JAVITS, 
House Office Buildin 
Washington, D. C 


Dear Mr. Javirs: For your information, there is enclosed a foreign trade state 


ment outlining the position of the export committee of the Automobile Manu 
fi re \ssociation relative to overseas trade in automotive products 
i statement 
Reaffirms the Foreign Trade Policy Declaration issued by the associa 
non March 20, 1946 
Points out the need for Government cooperation in foreign trade 


directed toward the elimination of artificial barriers restricting the free 
ent of goods and services among nations: 
8. Emphasizes the unfavorable effects on the automotive industry caused 


by the diversion of trade channels and normal sources of s ipply, and the 


I sible impact « the welfare of the United States itself, and 
$. expresses concern at the apparent indifferen of our own Government 
n the past, toward taking positive action with regard to industry protests 
fu discrimil ry practices operating against the importation of Ameri 
in products 
\ e closing para h of the statement The export committee 
\ ! Manufacturers Association feels that it may be making avail 
‘ he me administi on a ikground and a point of view which could 
be us il in the formulatior f policies and attitudes at the Government level 
i ped that you w feel free to call upon us whenever the resources and 
fa es we have ailable may be of service to you 


PauL R. Matrix, 


ij to Raport Commit 





FOREIGN TRADE STATEMENT OF THE At [OBILE MANUFA RERS ASSOCIATION 


Che Automobile Manufacturers Asso tion, throu ts export committee S 
dedicated to the promotion and betterment of motor transportation 
ries of the world 





POLI NECLARA \ 

On March 20, 1946, tl is ied nd ad I m ha p00 
opies of its Statement of Fore Trade | ytoG rnment offi Mombers 
of Congress, leading industrialists, and other automotive trade a ition 

In this document, the association de ed itself a dhering he f g 
policies 

1. Belief that an increased volume of both exports and imports, if kept v n 
reasonable relation, would contribute to an improved internal ¢ l d 
irged the Government to seek the expansion of our foreign trade by mi 
istent with benefits to the country as a wl 

2. Repeated it | ‘ | =( I f e Re I Prade Agree t 
Program, and urged the fullest u of its powers in the revision of ¢ ting 
treaties and in extending the greements t dditi counts : ex le 
discriminatory and rest tive tariffs, quotas, exchange blocs, and other artificial 
barriers to the free moy lent of trade 

3. Recommended that our Government strongly promote an international 
acceptance of the ad valorem basis for duty assessment, specifi y on otor 
vehiclh as being both si | ind equitable, as ainst systelis of applying 
customs duties to automotive vehicles on a weight basis, or on a sliding scale, 
according to stipulated price Classitications, which result in an unfair assessment 


mone type of vehicle as compared to another 
t. Strongly urged prompt action by the Department of State to secure treaties 
of friendship and commerce, so drawn as to give basic protection to American 





aders and investors, including specifically the right to travel, sojourn, 
trade, and work within foreign countries Treaties for the elimination of double 
taxation, and which insure the recognition and protection of patents, trade- 
marks, and copyrights were cited as equally essential 


>. Called for the abolition of Government controls on export shipments of 


itomotive products from this country at the earliest date consistent with the 
purposes of American foreign policy, and further requested elimination of import 
quotas wherever possible, through negotiation If quotas were temporarily 
necessary, distribution among manufacturing companies she ibe on an equitable 
basis, and no company should be deprived of market parti tion Phe associa 
tion also asked that quotas be registered in the name of the manuf rer, 





although permits be held and exercised by the importing dealer holding the 
distribution contract 
6. Realizing the adverse effect of horsepower and gasoline taxes on the in- 


sociation renewed its recommenda 


reased usage of motor transportation, the ; 
tion that our Government, in the interest a higher standard of living as de 
veloped through the greater use of motor vehicles everywhere, seek an under 


standing and acceptance on the part of other nations of the uneconomic and 





inimical nature of the handicaps such arbitrary taxation imposes 

7. Recommended that the disposal of surplus Government war stocks of Amer 
can automotive products abroad be carried out with due consideration of the 
interests of American manufacturers and exporters 

& Expressed its desire to advocate and promote the building and maintenance 
of adequate systems of highways, roads, or streets in all overseas markets, to 
extend the economic advantages of motor transport 

9. Urged, in the promotion of an improved economy, the extension and improve 
ment of Government foreign trade services throughout the world and, to this end, 
recommended a standard of remuneration adequate to attract competent, ex 
perienced personnel 


NEED FOR GOVERN MENT COOPERATION IN FOREIGN TRADI 


Since World War II, American companies, both large and small, have faced 
innumerable handicaps in attempting to reestablish their overseas business. Only 
Government negotiation can eliminate the arbitrary barriers, excessive tariffs, 
and trade discriminations restricting the free movement of capital and goods 
among nations 
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7) ; NOMIC POLI 
} ¢ the Ame facturers shoul not 
“} nade f ce sroOceSS hothouse rowth witl 
ind aid of the Amer! Govern t itsell S han approach 
‘ l ‘ ne rul feat wh el ine t will deny to the 
‘ xp ‘ rood bargains that 
Arie ti ‘ { » of of which the American automobile 
e of the h \ ‘ we sh d not tolerate the seeking 
f ‘ ‘ Vv self ! nfair advantage 
‘ he g ehtened se ( W America is 
y ! G t a i erven basis, in 
( e Europ } ‘ eet 
‘ ‘ S ‘ | hre } Is to 
é ‘ ‘ \ ferre } I ‘ ile erhed 
: aa ances thht could 
| ‘ ‘ ew } | ads ‘ ( 
vy natu ‘ boil ( s inheren in American 
r} st ho ike ble us, the great distances that have 
al< } , cm non which we ] e to draw, the incompar 
: hw } g ‘ d, the 1 pur ing power of the 
\ eople, the gre ‘ nd efficienc) 0 primary, secondary, and 
nadust ‘ thre nl I eller ties fT { anced research, engineet 
vy ] d l nd ( i l tech ( es at our disposal, 
! ( t t « . ! eniul ie efficient oO Cost 
} ‘ | ed I } ‘ n Vol \ 
pra ¢ I ! d bt t he future, as well 
elor o the Amer ! itomobile 
, vy from this that. for tl onger term, America will find 
er the necessity of g to our it t! ! mmon with the other 
ndust f the United States, for the lintenance of a volun 
‘ . heient to « e for that great nereased flow of imports 
l he conservat ! \merica’s natural resources, the maintenance of 
t ure nd the strengthening of our national security, may all 
! Unless it is thwarted by unnatural and uneconomic conditions 
nosed. the Amer n automotive industry ill be ready to play the 
illed upon to play when international trade is once again on the sound 
asis whi ‘ titutes our Government’s objective But if the 
n in the foreign field I nwhile, reduced to impotence by 
te d scril tory tion, the ultimate penalt upon the whole 
\ t no \ n be very grave indeed 
We ser hope for a « tive solution which w enable the American 
industry to f ts natural role in the world « nomy unless the 
! problems ( e recognized and met on the basis of Govern- 
‘ ns taken at the | est policy leve 
IN S Y PROTESTS TO GOVERNM! 
During the past few vears, it has been necessary to protest various specific 
! es of foreign government action, which were held to be contrary to the 
ni nced policies and beliefs of the Automobile Manufacturers Association 
The assistance rendered by r Government, in answer to requests for definite 
nin behalf of American automotive exporters, has left much to be desired. 
n f 1 t frequently appeared that no great effort was being exerted: subjects 
vere followed up without steady prodding, and the disinterest of the foreign 
sovernment in the question was apparently left to be sufficient basis for dropping 
the ir Vv. With no more th a halfhearted attitude toward attempting to 
| sue the question further 
In submitting this brief résumé of the policies and attitudes the automotive 
! sti has held over the years with respect to its place in the foreign trade 


‘ omy of t United States, the export committee of the Automobile Manu- 





facturers Association feels that it may be making available to the new adminis- 
tration a background and a point of view which could be useful in the formulation 
if policies and attitudes at the Government level rhe expressions contained 
herein are put forward, certainly n that hope—and in the further hope that 


the resources and facilities the industry has to offer will be called upon freely 
s the occasion may require 
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OBSERVATIONS ON THE FUTURE FOREIGN Ecc Mic Pou FOR THE UNITED STATE 
STATEMEN Y WARKEN LEE PIERSON, CHAIR 
OF THE INTERNATIONAL CHAMBER OF COMMERCE, MAY 4, 1953 


The United States Ss the most prod i Ve nati bn the Western Wo t 





follows, therefore hat our uctior relation to world trade probably I 
more Huportant elect tha those of any othe single country Phat is wl s 
much attention is bel riven, and should be given, to a ree mination of the cle 
policies of the U1 ed Stutes 
From the early days of the Repul the I World War ] ( s 
was a basic dogma of Americ policy Introduced in the days of A 
Hamilton, when we were young, undeveloped country, this. policy seeme 
serve is Wel Uh protective ae es helped ou mtan lust es to £ZTrow | 
“ut the same time tf nished the est source of revenue to the Federal Gove 
ment They did not constitute an important obstacle to internation trade 
because Great Britain from the middle of the 19th century until World War I 
tollowed a free-trade policy of which we were beneticiaries 
Since the beginning of the century the productive efficiency « he United 
States has far outdistanced the rest of the we i rhe effects of the two wars 
and the ensuing breakup of great empires haus contributed to placing up ou 
shoulders the responsibility of world leadershiy 1 think it is fi to say that 
* protectionist policies have interfered with our exercise of leadershi] In the 
t 20 years libera ende e ave expressed themselves hie ‘ 
many of our tariffs Ne heless, there have also bee reve of that trend 


n retreat for some time, we have not yet succeeded in persuading the world 

tis our nation po y to open 1 e wide ‘ r murket to f é I oods 

Of late the sue has bee } nite Ip bv the realiz ) tha mur Tore nt e 
has again fatlen into tl pattern of sizable annu export surp es fi 
in effect, through our foreign-aid progran rhus, the world obtains dollars with 
Which to pay i ‘ ‘ ex SDN enl f adaditt tux dens ( dered 


Sut the era cz n-Aale Wil Sf Ou X ve ( es ( 
nnae the heavy burdens ji | d upor hem ind evel! he fe go! ecipients 
of our aid are ll eus \ t pkeey re y é n eflorts 
rathet i to s \ nitely our dort Should £1 in i I 
kinds be d ! lL, othe } gs rel ! e sume i p ce ( 
exports would nave ( ! vake d Ssik dl ‘ 
ployment to important sectors of ¢ r economy) 

kven now our exports could be re t in our export s ¢ f the 
were not artille! V hela down restrictive trad OLICLES, ¢ orelgi 


discriminating aguinst America OO We object to these yx ( vet ‘ 


existence reduces the l of foreign aid nee ( b 
accounts If we nt one at he me t ‘ reduce the 
taxpayers, to el nate dist m ! vi tra and » That ! t! V 
ing export business, we must ove ma ir tt il al rel 

Actua Y. \ e | \¢ t,t) t al i t i So hi t t \ 
esiult if ) el I ) ns i Lures \ 
other n ‘ ce e ‘ \ ( t | ‘ | ‘ ¢ 
ivera ad wale eq ent ¢ ad I) SS ; 
auced bout 50 per t since 1034 ( ( ‘ I a é ( 


Notwithstand the reduc } ive en ! ‘ { ite here 
are more than 3.500 dutic n ef \ " ese 
exceed nye »00 perce t of vA e { ‘ “4 hut ad « J 
percent Some of e rates o1 mod \ we bad nec 
prohibitive 

You may be surprised to real tl we have hea tie ! wil ( . 
which are not available at all or are in very short Uy s ( 
For example, the duty o nennes s VO cent per ‘ } ( } ad y ) 
cents per pound We have a tariff on nickel, whic S orted fi ( 

Then again, there are duties on ite he production of which t Uy 1 
States lends the world An ¢ niple of | 


produce more cheaply than any other country, bu his 
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ca tinee Sag Re ve 4 Ag ake . he os 
with Chir 
Chis is eX ; f the vu t red f 
given time and en ced 
Profound changes e taking p iw k we in the trade | 
ef Asia If we w t a strong J I ‘ ts we now face \ 
we should help these changes take place If we d we n expect t R 
sians to mi overtures to Jap which the tter w find it diffi t 
As a matter of fact, I think that our foreign ¢ nol Dp has beer 1 
too much on Western Europe, to the exclusion of Asia I do not urge ‘ 
lose interest in hurope he e that is important t while barricadi é 
door of the Russian house we should not overlook the back 
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et , 2 ; tte of East-West trade s that the roots of some 
| | dollar els Asia and in Latin America. Historically 


| a countris I ‘ ( ‘ ne their de irs by direct sales to the 
ed Sta hey have ¢ ed the by selling to As and Latin American 
rl j Unit St é \ at was called “triangular 
| United S ‘ ed . \ s which come from Asian 
\ ’ eS ‘ ( ne ‘ nVthing like the sume 
ex ed Burope If Kuropean productivity could 
l t ( f \ nd L \ mt i l e enlarge 
‘ rp vould d ppea 
( pore nbalance mi States le Ca 
s e rey f fore vestmel! I thorny path, how 
w } ened v ‘ ( ‘ = DY 
(> ‘ g t _ ( \ ll eve ped ( l ry 
¢ \ \ ree S | a l ve ittle I 
M ‘ ) Ww ri ds and ste 
"A I ( i a I Vy than Ww 
I f ‘ est ‘ l wert st, but ou 
t t ‘ ‘ ‘ ] | slid t 
( ‘ ‘ ! ‘ hur 
‘ I l ( l \ ‘ w fic deve ped fit 
re 
\ I Amel! i \ ina 
\ eX i K ] ( r the cc mn 
! I e Ne I Ll i I estment ha 
t off t i ! I ue re nh a pos ) ? 
eX ‘ i é I erde ] a reas if W I a h Vé iv) 
‘ | ‘ I I foreign investime nthe general revolt again 
ries ‘ ‘ p priat lis 
n y ve ints 
| 1 State greiut s a f i] wl ( d be in 
! t ( r is | eX rielce ) ] Za) 
Be ( - - i t \ I il eSlo 
i Ked Vv \ { s 0 
‘ l Oe 1 tie we | I ore 
\ s Deel wily l nd he is ul g 
ed I 
‘ ! Xie t s« ( l ‘ rove ! 
I \ fl I is l 1 
) ‘ i I I hit! i i b 
} ] } ( ‘ } ) | 
hie \ ‘ ‘ 
I ‘ \ ig 
e1 1 l 
! ‘ | ! \ 
i ( I e Units 
» ( ( y ned ¢ ‘ by hard 
( ~T ! el ( vy of do-goode 
\ st the tiz f e United State nk clearly about these 


proble { nius e( ‘ of other nations, whose fortunes are entwined 





\ te f fact ‘ emube f the I i il Chamber of 

( ve ee! o impre it the portance of this point that the 

‘ eb . the ] hic] be held in Vie i 
in } Vorld trade is everybody’s business 

S America is unable through the pressure of events to sit placidly on the 

sidk es of ory it follows that she must take the lend in contributing to 

W l in organizing | maintaining a peaceful world. Only in such 
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APPENDIX V 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C.. May 5. 1953 
Hon. Jacosp K. Javits, 


Chairman, Subcommittee on Foreign Keonon P ( ni [hee | 
eign Affairs, House of Representatives, Washingto ¢ 

Dear Mr. JAvirs: In reply to your letter of April 6, posti four specific ques 
tions Which you desired the Chamber of Commerce of the United States to assist 
in answering for the use of the Subcommittee on Foreign Economic Policy, we 
have solicited the views of members of the foreign colmerce department com 
mittee, and have made the attached analysis based on 17 replies. These represent 
ndividual views, not necessarily official chamber positio 

You will see that there ippeal oOo be ho pa answer t any of tl I 
very pertinent questions you raised Phi pli eem, however, to point up the 
problems invovled, and the need for further study in each case 

I can say that we have each of these matters on the program of work for the 
foreign Colimerce department cotmtiittee for the c Ing year our work yea! 
becins following the annual meeting in each April), and I hope that this committee 
may have something truly constructive and he Ipt il to recommend in he ex 
few months : 


The chamber’s membership at the convention just completed, adopted policies 


rie nternational trade policy Neid of a very yx ive and Torw -lOoOKING 
nature Other policies related to your study have to do with interna na 
double taxation and protection of American 1 mals and interests al 


See below.) 
We appreciate your interest in our views, and w keep in touch with you 
regurding developments of our studies in this field 
Sincerely yours, 
KENNETH H. CAMPBELI 
1. What arrangement would be most effective for making the counsel of the I ted 


States business community available in the negotiation of treatics of friendship, 


commerce and navigation with other countries 








Consensus is that the practical arrangement would be for the Departme: f 
State, as the responsible agency of our Government, to turn to existing } 
business organizations and solicit their views on difficult and ¢ trovers issues 
in connection with individual treaties 

This would conceivably be done by establishment of a business advisory « 
mittee for commercial treaties to be made up of representatives from suc gual 
izations as the National Foreign Trade Council, the National Cou of A 
can Importers, the Shipping Association, the Association o Marine Unae 
writers, American Bankers Association, the National Association of M u 
turers, the United States Council of the International Chamber of ¢ ‘ 
and the Chamber of Commerce of the United States There mi: “ hers 

Centralization of contact is Considered essential hit or miss 
the State Department with individual businessmen or businesses might re 
n decisions that would benefit the business consulted but f to benef evel 
njure others 

k:ffectiveness of such a committee would depend principal m tl intelliger 
selection and proper use’ of such committees. Some advisory comn es 
ady sory in hame only, al dare or as etfective as they are a we t by LV} 
factor is stressed as being equally as important as the composition of su 

ommittee 

Suggestions for structure and function of a business advisory committee ry 
from one extreme of complexity to another, such as that of a nonrecurring ¢l 
icter A cominittee consisting of one representative from the permanet! staff 
of the several business organizations, the first b of which would be 
commercial treaty provisions by subject, such as, safeguards against exproy 
tion: taxation, including double taxation; payments contr S trnde ¢ 
shipping dues, charges, and facilities Then, with each business org it 
establish a small committee of businessmen selected for their experience and 
interest in each of the subjects—-with its own terms of reference t: \ ‘ 
the provisions on each subject in treaties already concluded by the United State 
and indicate wherein the pro. isions are satisfactory or not and | they d 


be changed. Conclusions, in this case, would be transmitted to the interorganiza 
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haps more than the Government has or can d cize tl ( 
f the ir I) vould serve ] he eas not « ed 1 } Fi 
ernment efforts ought to be concentrated,” according ne responde! 
Anothe avs .% eve a ( x I greed d 
f e held I Wee Z i ‘ I ( 
, fre ind fu SCOPM | ( I def 
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It see. to be agreer he te ! S eri o f 
do with health, education d public d nist? he ad re n in the 
. of the United States Government nd as it cone s An ean b ' 
salable produ ton whi ap ( b de w ( ‘ me time ce 
to w d er } } r¢ d eft , : 
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4 AL FI 4 
( ernment foreign ere mld be considered o1 is a temporary stopgap 
rie ! ‘ red to a bas providing confidence to pri 
‘ ‘ In the devel ‘ f nv progra encourage nvestments by 
ils eign ents ‘ r Governme hould not undertake to 
ra ‘ } , a 
| | ye ¢ ( ‘ ern) inde the European and 
‘ progral for hich this intry S med responsil ty 
I e sl ‘ ‘ iwn be een s d 1 ince for whicl 
eT red er 
\s l e should be required to the fi est extent p e that the funds wi 
prescribed purpose n eX] i of an unfettered world trade o1 
7 ee igs: 
\\ I f wh a ‘ le nvestmel ‘_ e funds, the Gov 
‘ should ‘ el ithout fu nsideratic of possible 
‘ he el nkine Vste I eda nest economy 
¥ t ifeg d I yl panied p pel tt My 
4 ntril ‘ re 1 f export f Americal roducts 
‘ ed d ‘ en \ nd higher standards of living 
Investment of Americ pri te ipiti n foreigi ountries should he safe 
y ed 1 ¢ raged thr h eral o nu ite igreements fostered 
' Gover! ent \ rous po V ‘pursued against any measures of 
forelg ountries wi hare hostile ft r discriminate against American investors 
\ eS e needer r- d 1 ad rl Inat V en ent for existing 
‘ es ‘ S , uld be wht f1 roreign nations against 
‘ f pr werty f é . } it promp dequate ind effec ‘ 
) Phere ‘ ‘ e of \ he i f investors to repa 
} é ( e enurning é é é du e thei i iMacturing 
Y techniques 
fa ry nee t he it le t 1A investments should 
‘ ( dup through state ( S our G erl hn eve l ible occasion 
s hs ement } ab pported I ict ns wl y con tion that they 
‘ ‘ ed p e { ‘ I be emphasized that the 
s ‘ ‘ ! ‘ huge surplu f investment funds above domestic 
eds there is no necessity that such funds find an outlet in foreign coun 
I it capita: Wi not be readily : Liable to nations Which take no steps 
‘ d ni mast records of unsatistact \ reatment Furthermore 
ernment policy should be shaped to encourage foreign borrowers to seek 
he pr té inke I er than tre 1! igencies 
I} e is ed for orl recog! on of netity of contract Agree 
‘ cle thir he genera egal framework « the form of specific con 
Ss sl d be honored fully in letter and spirit Modifications should be by 
sent his is of special importance when governments are parties to 
greeme Ss or partners in enterprise 
With mutual respect for the rights and int of participants in foreign 
enterprises, there ould be recognition that they should be conducted with proper 
regard for local customs and aspirations and for the development and stability of 
‘ \ 
Ack e safeguards for ex nvestinents and for encouragement of a con 
e¢ 1 f new ip would incre e the productivity of recipient countries 
eep open the channels of pr e enterprise 
The I fe) t erates elief that restoration of a satisfactory internationa 
net tandard and ! ! tegrity of currencies are vital needs which 
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Stability in currencies 1s hecessary for a. 


the United States and of other \ 


tries. The gold standard is the only international monetary standard which has 


tional trade, with its benefits to the people o 


commanded any general acceptance. World trade moves on values bused on gold 





Monetary policies in close conformity with the essential principles of the go.d 
Slaiaara are (it's 

The restoration a maintenance of a satisfactory standard are dependent upon 
the development of confidence, balancing of public budgets, proper provision for 
reduction of public debt, removal of restraints upon Toreizh ex hange, aud main 


tenance of the present dollar price of gold 

The United States should provide the necessary steadying influence inter 
nationally by assurance of Stability of the dollar, free of exchange restrictions, 
This requires abandonment of deticit financing, adequate restraints upon the 
exercise of any power which would weaken the currency standard established by 
Conzress, and resistance to proposals to grant greater discretionary authority to 
Government agencies over the monetary functions of the banking system. Market 
influences with regard to capital flotations, public and private, should be per 
mitted freer play 

Endeavors should be encouraged to establish realistic exchange rates between 
the dollar and other currencies of importance in world trade. Stability of ex 
change demands resolute determination by the respective governments to es 
tablish sound domestic policies, with reliance upon their own efforts to the 
utmost extent possible, and the avoidance of inflationary processes or attempts 
to obtain mercantile advantage through monetary manipulations 


International double taxation 


It is to the mutual advantage of all countries that the exchange of goods, 
capital and services in international trade be not unduly discouraged by taxation 
Even if other conditions are favorable excessive taxation by a single country 
or multiple taxation by two or more countries of the same property or income 
will leave no adequate incentives for incurring the risks involved. 

Our Government should increase its efforts through its own legislation ar 
through treaties with other countries to eliminate double taxation Except 
income of our citizens and enterprises earned abroad may be recognized as 
exempt from our income taxes, our system of credits for foreign taxes should 
be broadened, with full relief from any burden of double taxation Fair rules 
should be adopted for apportionment of income earned partly in different coun 
tries. There should be exemption from income taxation of nonresidents, includ- 
ing foreign corporations except as to the income derived from businesses per 
manently established, services performed, and property located within the taxing 
country 

Our Government should refrain from providing administrative assistance for 
the enforcement of the taxes of foreign countries and from seeking such as- 
sistance from other countries in enforcement of our taxes 

In negotiating commercial treaties or agreements with other nations, our 
Government should adopt as standard practice inclusion of safeguards against 
excessive taxation and general provisions for elimination of international double 
taxation and fiscal discrimination, as well as specific undertakings to enter into 
separate agreements needed to implement such general provisions. 





INTERNATIONAL TRADE POLICY 


Items on customs classification and East-West trade are new, Export Trade Act 
and international industrial standards are expiring declarations, to be reaffirmed 
without change. Other items are revised statements to replace current or expir- 
ing declarations on same subjects. Other declarations on international trade 
policy (Policy Book, pp. 115-120) continue in effect. 

Increased imports 

A consistent and continuous large export surplus, financed out of the tax reve- 
nue, is neither economic nor in keeping with the position of the United States as 
a creditor nation. Our industrial machine and our national security require raw 
and semimanufactured goods for production and stockpiling. These imports 
alone, however, are not sufficient to supply America’s foreign customers with 
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standing and greater volume of trade, we urge that 


industry and Government 
cooperate in the establishment of international standards for manufacturing in 
terminology, specifications, and tests. 

East-West trade 


The chamber supports collective measures on the part of the United States and 
allied nations of the free world to prevent Communist-bloe countries from receiv 
ing strategic items which would contribute to their war potential. 

The Western World hopes for the ultimate freedom of captive countries of East 
Europe. Commerce, as a peaceful means of maintaining relationships with such 
countries could be singularly effective in penetrating their isolation 

Severance of all trade relations with those countries, however, would in some 
cases be more harmful to the free world than to the countries behind the Iron 
Curtain. The West obtains from the East commodities vital to its own defense 
and of value to its economic stability. The criterion of such trade must be one 
of net advantage. Full consideration must also be given to the alternatives and 
their implication. 

Absolute embargo of the Soviet bloc would be cited by the Kremlin and Com- 
munist elements in other areas and thus serve as a powerful propaganda weapon 


WORLD RECONSTRUCTION AND DEVELOPMENT 


Revised statement to replace current declaration. Other declarations on world 
reconstruction and development (Policy Book, pp. 120-124) continue in effect. 


Administration of foreign economic assistance 


Foreign economic operations of the United States should be consolidated into 
a single agency. Such consolidation would produce more effective and efficient 
operation and at the same time avoid duplication and waste. 

The economic activities, now handled by several Government agencies and 
departments, which should be integrated under the proposed single operating 
agency include those of the Mutual Security Agency, the Technical Cooperation 
Administration, other point 4 activities, export and import controls, procure 
ment of strategic materials from foreign countries, and any United States par 
ticipation in the international allocation of scarce materials and products. The 
foreign economic operations of the United States thus consolidated should also 
be related to the requirements of the civilian economy of the United States 
within the scope of United States foreign policy as determined by the President 
That agency should also act as the claimant agency for the essential require 
ments of friendly foreign countries 

In certain of its activities such as those in connection with the procurement 
of strategic materials, the functions of the new agency should be coordinated 
with those of the Office of Defense Mobilization in ord that these activities 
may be carried out as an integral part of the defense effort 


PROMOTION OF AMERICAN INTERESTS 





Protection of American Nationals and Interests A ad” and “Foreign Serv 
ice’, are revised statements to replace expiri declarations (Poli Book, py 
124, 125-126) “American Chambers of Commerce Abroad” a rea mation 
of an expiring declaration without change er declarations e ot 1 
of American Interests” (Policy Book, pp. 124-126), continue effect 
Protection of American nationals and interests abroad 

The United States needs a clear, active and consistent national poli 
respect to the protection of American citizens and business interests, includin 
investments in productive and distributive facilities, in foreign countries Such 
a policy should be actively pursued by all United States governmen agencies 
to the end that American enterprises will not alterna ely be ene rage 
Government to establish projects in foreign countries and then be rassed for 


having complied with these requests 
Such a policy should consistently support the extension of private enterprise 
by its nationals in those areas where they have been encouraged to enter by a 


foreign government It should be actively implemented through treatie and 
agreements with other countries so that the extension of private ¢ erprise by 
American nationals in other countries will be fostered at adequate protected 

inst discriminat n or hostil measures Rig if nvestors d entrepre 


neurs, including those of holders of property, patents, trademarks, and other 








hould be adequately vered in tl treaties and agree- 

n Where violations oceur under the terms of treaties or agreements, the 

| ed S ( G ent hould immediatelv give firm support consistent With 
( r internat I Ww 


| n of the f eig erce of the U1 State s dependent to 
ai . n ‘ tix ¢ of h re esent itives of Qinerican 
ne road these representative ive established and support in many 
{ ‘ trie Ln I nmbers of commerce wl promote the interest of 
l ness . tandare f sines po y and create inter 


| chambe ecognizes the ue of American chambers of commerce abroad 
j elopl I of ou ‘ nm cor ere? We urge that all American firms 








( 

erested in foreign ! ce lend their support to these chambers by mem 

hye pand by purt eir work 

I Dp of a sing | eign S «4 be conducted as 
part of the State Department ar D ( coordinated with other 
depal ent our Governn Members of the Foreign Service should be 
sible to serve at h e as ‘ as abr Chev should be well 
the Service icquainted with the needs of industry and business, and 
el mpor export trade. Other de tinents of Government 

( \gl l ( nd Tre ry hould r the services of well 
! tl! t ent work the i reigi ery abroad 
‘ ereye X] n be helpft e] tion of American 

\ FREI I \ 


I I I de Or ! tion (Polie Book, ] 126-127) continues 
eft 

elgn trac should he lintained it rivate business ¢ nnels United 

. es ( ent agencies shoul+ etrain from prov ement for the account of 

‘ governments Like the Cctivities of foreign missions and agencies 

e United States, wl h ten o obstruct the channels of private trade and 

mild cor ‘ “ ‘ ged bv o Gover! ent and private 


Iexport-Import Bar ere no need for the est ishment of a new 


It Cw « the presel nut ize fn ties of Governn ft agencies, particu- 


My j n. Cl | nation Developme \dvisory Board 


servations Regarding the United States Ts nical Cooperation 


My recent trip to Africa and the Near East, an itinerary of which is attached, 


nd opportu y to see some of our technical cooperation pro- 
ra Sil icTio! to see and talk with the technicians re sponsible for their suc- 
es nd to hear the views of government officials and leading private citizens 
f the countries visited concerning the effectiveness and general popularity of 
the program. Although my time was very limited, I managed to utilize each 
vy to the maximum due to the outstanding cooperation and planning of the 
PCA intry missions. I have set forth below some of my impressions, first as 
hey ay to the prog eenera nd sec d. on a more detailed basis, cow 
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GENERAL IMPRESSIONS 





I. Conclusion as to value of the program The technical cooperation progr 

S we received ; a good United States investment in friendship and good w : 
effective in helping others to acquire knowledge and skills useful in their social 
and economic development; relatively inexpensive and well worth the time and 
expense in terms of world peace and development 





> kacellent investment In most of the countries visited, I had the distinet 
Iipression that the program was an excellent investment which demonstrated 
American friendship and good will. Such a program is peculiarly adapted to 


ning friendship and influencing people since, of necessity, it must be carried 
as a people-to-people project. For example, in Jordan the point 4 program, 
In cooperation with the Jordanian government, has made a profound contribu 


tion to the economic and social development of that country. In an actual 
vorking period of less than a year the TCA staff has in effect established s I 

monuments to American friendship and cooperation. The Jordan gover ent 
officials and the press (which at first was quite hostile) were quite profuse ir 





their praise of the technical cooperation program as it is now operating. The 


water-spreading project, the schools, the testing laboratory, the workshops for 
training of Jordanian nationals, the health program, etc., will be symbols of this 
international friendship and will also be a means of helping Jordan help itself 

Also, in Ethiopia, excellent progress has been made to the satisfaction of the 
emperor and the heads of the various ministries. This is also true in varvir 
degrees in the other countries visited 








; Popular with governments and the people As you know, most of our time 
Was spent in interviewing the heads of the various governments for the purpose 
of obtaining from them their impressions regarding the point 4 program. I: 
most cases, they showed an amazing knowledge of the program and expressed a 
desire to have it continue Sheik Abdu Suleim 1 er of 
Saudi Arabia, said his country was depending upon the United States to fulf 
its promise to provide technical assistance to the underdeveloped countries In 
addition to the government officials, others were also very enthusiastic about the 
program. It was quite evident that prominent businessmen and the press th 
minor exceptions, have a good knowledge of the point 4 program and are « 
to have it continue. 

j. Effective The program has already done hf ISSist various 
developed countries to ! it the own problems and ntinued, can p 
vide for a coordinated attack on the various and ofter terre 1 proble 
these countries With a good director and talk in e: h of the conntries 
the program provides an excellent means, in my opinion, for irking o 
ordinated and comprehensive pt un of development Although private val 

tions are doing an excellent job in many of the countries, it will prot 
some time before such groups will be able to take up thet burde 

». Long-range progray Most of the people intervie d nsidered the tec] 
nical Cooperation program to be a relatively permanent part of the United S ‘ 
foreign policy Some of them are quite disturbed at reports that there 
tendency developing to curtail or discont ie the point 4 provran Because 
the very nature of the aid given, these programs have been lo d upon 
term rather than for immedinte mpact Countries i h have expended 
sums of their own as their fair share of the cooperative procram, doubtle vd 
so in anticipation of continued United States technical assistance ordel 
make the project successful 

“ Oppo fies f deve } ent J mM j if St wi Corie ( 
prime examples of development of a \ rv through private ipital inves 
is that which we experienced in Saudi At 1 here the tie! 
supplied the necessary wealth Aramco is apparently f vin rn l 
policy not only th respect to its technical operations concer the « 
tion for and development of ¢ resources, bi rb ¢ he |} n re 
of the country as we lt was a thrilling sigl e A Ss nre 
pipe and performing other operations incident to the drilling f 
that these same skilled operators ere, perhaps le I \ r OT 
Bedouins in the desert Aramco » | 1 to establis! new midd 
of merchants and private ntra iving the teen ssistance 1M ¢ 


lishing. owning and operating their own | nesses 1) to the e1 








seve! I ind Araiis, former)\ 
he des re now Vv rking fo 125 independent Arab contractors. 


earned heir sk fre Arameo. Many other programs of 
£ ( and hitat ‘ re also beil ] tiated by Aramco for the 


l aevelo C! tf the coul ind its people 
In ] ‘ es people who had previously had no training whatsoever and 
) mon ! ge, perfor the skilled tasks incident to the manu 


n ny respects done 


‘ for the mutual benefit of itself and the people of the country 


Phere e Inany opport ‘ for development of the economie and social 

ns of the rious tries through the mediul f private capital invest 

ent Howeve much more emphasis must be placed upon this phase of the 
prog I eXampl tl i land rich in natural resources but poor in 
de kills and techniques, has many opportunities for private capital invest 

t. It s the necessary resources to grow and manufacture cotton or flax to 

er e de ind yet nearly of its textiles are imported from outside 

It « l als ‘ e the bread et for the Middle East and possibly parts of 


Wes I uroype providin the prop technical assistance were given to help the 
Nt vial prove the quality of their products and to establish effective meth 


d | stems of processing, storage, distribution and marketing According 
to t Ministry of Commerce and Industry, Ethiopia has approximately 1 mil 
es of surface salt, bu f the salt used for the table and other pur 

St now imported Als ng nd high in cattle production, it could we 


‘ ea great meatpack center f distribution throughout the Middle East 








nd ern Europe Under present conditions, they realize from their cattle 
‘ e meat for their own tables and the hides 
Othe ountries visited also had opportunities for private investment although 
e investment ¢ ate ins e of the due to the current political situation, was 
h less attractive United States technicians, working through the point 4 
( t! Di ctor, are iCTIVeLY VO! n vith the loca governments and loca 
bi ( people nereas the Dp ‘ ite capita The new Egyp 
t ( ernme! DPD Ss e sincere n att ting Toreign capita 
I d | é ( ne he nvestment ¢ ite more 
‘ I e ] S iffect nd the Middle I t is sta 
‘ dt l ble for private capita vestment there 
Alt} here re 1 I | nities for ivestment in I if there are 
‘ f é ( der it 1 ve » pote inl investors 
( mong these ‘ ‘ ‘ resent ¢ hange c ind of course, the 
1M situation h the A S 
It e areas, ] ‘ p ‘ ent is being deft d un certain basi 
S ‘ \ ‘ rhis cludes the de ye ids, communi 
l } ts, ete For ¢ il ( n Jordan, although they have sulfates and 
} nd certair her resource rivate capital appears to be reluctant to 
leve » t] he ess ids and othe f es are not ay ible 
] é hing tl spe » powe I rrl t n, et 





I : ( de great contril ms 1n ma 
‘ } \ ! Unive \ Beirut s done a m 
ning p e fr over the Middle East. Examples of sucl 

wer I . bout ever nti Other organizations have 


v oWwe For xal ‘ the YMCA 1! Addis Ababa, ope rated by 

\ ! I pial doing outstanding job in the field of 
ed { ecrent I he ! ed Tac ties are taxed to the very 
fact n sol the evenings when lectures are given on health 





e crowds became so large and so unwieldy that the 
I ‘ re, tl front oor and a of the w ws on each side 
f o W ’ ‘ eC e il rt e and hear Efforts 
i yz I eT eX] lest ( ities so that more comprehens ve 
he given t ger group of people This type of activity should 
ey d assisted. Othe ir foundat s and organizations are 
gy ng the e populatic helping to increase their 
é rds 
{ cle ng the degree of 
g ‘ I d ve nost impressed 
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bout resources available for export, the Minister said there was 
ron, some } eand a im but that the whole resources 
to be explore ile said that bids for a steel plant have been 
S d and that there that a G n firm would get the 
Hes or vas great need for i reased fertilizer production 
nd light lustries suc it t ‘ ‘ He a thought grain storage 
f ere ! ‘ ind ‘ hole field of processed and pack 
ue . pt Li \ idequate facilities for refrigera 
pt might well become the Florida of Europe 
is the M ‘ f | nee L ie vy and the M ster of Commerce 
iudus | be er iraged to go into Egyptian ente 
prises j tly wit Arne ( t ce the Amel n capital would bring 
th it the necess Tee nd Lee sk which they consider the 
est a ible Mr. IIuss Fahmy said that he preferred the American economic 
syste h he « s best a pted to their needs. He added that he would 
| i t e y nt theorie the books and classrooms 
T ] t 
Mr. Fahmy was asked whether ij Ss opil t would be helpful to the stimu 
ition of | ite capita vestm f the United State Government were to 
ippoint a group of prominent business and industrial leaders to visit Egypt and 
d ss with a similar group of Egyptians and top Government officials the poss 
bilities of greater development through capital investment. He indicated that 
Egypt had passed that stage ts development and in his opinion it would be 
better to ascertain through oimpetent survey what the country needs most 


and then arrange discreetly for the dissemination of information concerning 
hese opportunities to potenti il investors 


At a joint conference with the chamber of commerce and the Foundation of 


egyptian Industries, I had an opportunity to discuss the point 4 program, and 





in parti r the role of private capital investment In my opinion, this was 
well received and stimulated considerable discussion regarding the future de 
elopment of Egypt through capital investment 
>. Opportunities for p ate votuntary agencies I was impressed with the 
great need in Cairo for private voluntary organizations to work with the people 
n the various programs of social development and education, Therefore, every 
effort sho d be made to encourage such organizations to investigate the Oppo! 
unities and participate in this great challenge 
6. General observations and econmmendations a) Myr Kahmy’s recom 


mendation that the point 4 program concentrates on a few important things 
and do them well seems to me to be a wise one 
l Egypt may well be the keystone in the arch of the Middle East and, there 
fore, great care should be taken in the selection of personnel in order to insure 
success of the point 4 pro; 
The new government leaders are devoted to their task of developing the 
untry, but considering past history, they will have a very difficult task. <Ac- 
cordingly, every effort should be made 
muck 





im 


» to assist the new government and to give 
1 credit as pt ssible to it for the a omplisl ments achieved under the 
nt program of technical cooperation 
d) It would be well for the country director and his staff to pay special 
attention to the possibilities for participation by private voluntary groups, and to 
write up this information and return it to TCA/Washington for dissemination 
to the various private organizations who might be of assistance on a voluntary 


1. Good leadership and teamiwork.—The program in Ethiopia is apparently 
going forward very well: I got the impression that its suecess is due to a large 
extent to the good leadership and teamwork among the point 4 staff and between 


it and the Ethiopian officials I was also impressed with the group from Okla 
homa A. & M., all of whom seemed to be competent and dedicated to their tasks. 
Government officials visited His Imperial Majesty Haile Selassie; His 


Excellency Ato 





fara Worg, Private Secretary to the Emperor: Dr. Ambaye 


Wolde Mariam, Acting Foreign Minister; Mr. Lidj Yilma Deressa, Minister of 
Commerce and Industry; Mr. Makonnen Abte Wolde, Minister of Finance; Mr. 
Akale Work Abte Wolde, Vice Minister of Education; Mr. Balambaras Mahteme 
Sellassie Wolde Maskal, Vice Minister of Agriculture; and Mr. Getahoun Tes- 
emma, Vice Minister of Commerce and Industry. 
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with people trying to get in. Over 2,000 were turned 
away. In their eagerness to see and hear, the people broke down the outside 

es, the door of the building, and eig windows on either side. The YMCA 
is well sponsored, having the sanction of the Emperor, and it has a Minister and 
four Vice Ministers of the Government on its board of directors. There is also 
n Addis Ababa an organization known as the American Institute which is run 
A. Talbot, an American Ne ( ith private contr butions. Mr. Talbot is 
so carrying on adult education programs and has, according to reports in and 
round Addis Ababa, done a ver fine ob The Seventh Day Adventist Hos- 





pital is likewise doing a magnificent job in training nurses and in giving health 
care to the natives. There is solutely no competition among these various 
groups since there is more I of the can handle 


+ ' 
?. General observations nd 7 me? 


ons.—(a) In line with the thoughts 
expressed by the Minister of Commerce and Industry, it would not appear to be 





ise to permit the program it ia to get much larger in dollar amount, 

(b) Since the Emperor and the Ministers felt considerable assistance could 
be given Ethiopia if a group of private United States business and industrial 
leaders were to visit Ethiopia, I suggest that a program to that effect be worked 
out with the Department of Commerce and that Ethiopia be established as a 
laborator ountry to show wl can be done on a cooperative basis to stimulate 
private capital investment for the economic and social development of an under- 
developed « ntry. This ¢ p would ha to be carefully chosen and be willing 
to spend sufficient time in Et I to make a careful survey of the business 
opportunities, and then it w ave to devote suflicient time to the drafting of 
prop n order to e the sit I hile The Department of Commerce 
is peculiarly equipped to 1 dle assignment such as this and should be given 
the p nity 

( It is suggested that the 1 staff in Ethiopia observe carefully the 
oppo! n s fi pr é ‘ agencies and that a report be made to 
rca, Wa net r distribution to the various agencies interested in such 
WO! Also the country dit d his staff might on occasion render assistance 

nd lend equipment to those } e volur ganizations 


eg ) t off 8 ‘ d His Majesty King Abdul Aziz Ibn Abdurrah 

an | \l-Saud: His Royal Highness Amir Saud, Crown Prince of Saudi 
Arabia; Sheikh Abdullah al-Suleiman al dan, Minister of Finance: Amir 
Saud bin Jiluwi, Arab Governor of the eastern region of Saudi Arabia, Al Hasa; 
and Mr. Bader Farhume, Government representative to Aramco, Department of 
Public Works. All of the 
be very grateful to the t 
given and for the po 
their country 

2. Acceptability of United States technical assistance The Minister of Fi- 


nance stated that he is grateful to the United States for its technical assistance 








officials were extremely courteous and seemed to 
1 States for the technical assistance which had been 
of receiving additional help in the development of 








which he is not fearful of accepting since he knew it was given without any 





strings attached. He looks up to the United States as a country which is sin- 
cere trying to help then However, he said he had studied the point 4 legis- 
lation which, in his mind, is an announcement to the world that the United 
States Government has committed itself to a policy of giving technical assistance 


to underdeveloped nations, and that he expects the United States to fulfill this 





ce 1ent insofar as Saudi Arabia is concerned. He said his country wanted 
eq treatment with other countries or it did not want it at all. 

1 Minister’s principal concerns were over the development of new water 
resources and use of the escaping gas of the Aramco operations for fertilizers. 
He said that experts had told him the water resources around Riyadh are not 
sufficient to keep pace th the growth of the city, and that it is giving the King 


and hil If great concern He asked for assistance in this problem. I in- 
ormed the Minister that there are already a number of point 4 technicians 


devoting their complete time to water resources development and that I was sure 





they would give his request every consideration I have learned from Mr. E. 
Reeseman I*ryer, Assistant Administrator of TCA, that there has been excessive 
Ise and around the city of Riyadh of water for other than domestic purposes. 
\ re t the possibility of producing fertilizer through utilization of 


escapin ases, I informed the Minister that I was sure the TCA was giving 
onside! n to it, but tl I uuld inquire into it further. Upon inquiry, I 





| 


~~ 
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found from Mr. Fryer that the matter has been given great consideration and 
that after careful discussion with the International Bank for Reconstruction 
and Development, it was recommended by the latter that an engineering study 
be made of the possibility of producing and marketing fertilizers from this source. 
This is now in process of negotiation 

I gained the impression that there is a great opportunity for the technical co 
operation program in Saudi Arabia 

3. Aramco,.—We visited the Aramco operations and were quite impressed with 
their magnitude. I was most impressed, however, with the transformation that 
Bedouins on the 


oO, We! 


has come over many of the Arabs who, not many years ; ‘e 
desert and are now part of a new middle class, with a skill and earning capacity 











never heretofore dreamed of Ve saw Arabs performing very skilled operatio: 
working at drilling rigs, driving trucks, handling machinery, et We saw large 
numbers of taxicabs driven by native Arabs and, for the large part irrying 
Arab passengers 

The taxicab business is owned and operated by the local Saudi Arabs then 
selves, but they received their initiatis nd inspiration fro Arameco’s Arab 
Industrial Development Department \ Mr. Eltiste, who is in charge of the 
operations, hus done a truly excellent job in assisting the native people to help 
themsel ve He suggested to local people that they operate a taxi service. He 
loaned them 17 cars, which were returned to Arameo after 6 months, and the 
local people soon had a fleet of their own numbering 100. They are doing a fine 
business not only in Dhahran but between the neighboring towns 

A native merchant in a nearby town was encouraged to bring in articles which 
could be utilized by Arann personne nd by the native population. We were 
told that this man did a $8 million gross business last year As a result o 


Arameo’s private industry stimulation, about 7,000 Arabs are working for about 
125 private contractors who have contracts both with Aramco and the local 











mmmunitie Most of these people learned their skills from Arameo, In addi 
tion, the company is now undertaking to stimulate local people to set up housing 
developments and sell good, low st housing to native Aramco employees 
These are only a few of the excellent examples of how local people can be assisted 
in their own development and that of t count 

j. General observations and recommendations (a) Although Saudi Arabia is 
essentially a desert country with relatively few natural resources outside of « 
there is nonetheless a great opportunity and a great challenge to the TCA I 
recommend therefore that a very competent and vigorous country director be 
recrt ind sent out to that country as soon as possible 

Hh) e! ms consideration should be g¢g n to ways and means of assisting the 

Saudi Arabian Government in meeting the great sociological problems that are 
developing as a result of the in-pouring of the wealth from the oil dey plnents 

(c) Consideration should be given to interesting the Saudi Arabian Govert 
ment in the planning and development of tra ng and educational programs 

(d) Efforts should also be continued to assist this country in a program of 


water resources development and conservation 


Lebanon 





1. Government officials visited Presid 4 e Chamo My er 
Hakim, Minister of Foreign Affairs Bustani, Me ( f ' 
and director, CAT; Mr. Elie Abi Jaude f Pai ent and ctor, La 
anese Bank for Commerce; Mr. Saab Sala Member of Pat nent and f 
Prime Minister 

Other visits were had, in addition to those with the An ador and th 
t staff, with a selected group of Lebanese industri: Ss, trac d ba ers 
discussed their particular problem ind the possib es of American pr te 
capital investment in Lebanon. Another meeting held in the Ambassade 
ofiice with a selected group of American businessmen who discussed t ) 
ems of Oj} eration and new investment in Lebanor 

» Press conference \ press conference was held with 30 leading Lebanese 
editors, reporters, and a few American newsme! At this f n Ll was quite 
careful to describe the purpose of m sit, including the possibility of stimulating 
Amer an investment in Lebanon Although | ried te state that th ] 


stimulating private investment was to develop the countries concerned, and t! 


such investment should, if possible, be in partnership with local capital, there 
vas considerable unfavorable reaction on the } f the pres It is pire! 
that there are at least some elements tn Lebano hich do not want Am 

ital to come in My statements concernit the benefits 1 
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teceptability of the pros Without excep the government of! S 
interviewed had a good word for the point 4 progra ind for its perse ( I 
the press, which at the beginning of e pr e hostile eered 
the ion that the poi 1 peo} hac en we \ ed and were doing 
1 good job. We had an opport vy to et several of the Ministers on a num 
be fo Ol it their | eS l he lire I t 
other Tunctions Phi I ear for | ed States C¢ l 1 Ince re 
pi ed ith tl progres cle te \ y ! d 1 pel ta ng 
Visit, we d ha t pportun l er of ie how 
full > I and vere grea fa ( I heir Ir V opinion 
i if the ] ram continue I ‘ ‘ of § t é 
he Jordan Government in developing nd peop l ter 


so ‘ Dey ypmer Sectlol f Pe ( ] I Adi I n 
Jorda mente nh are » } f | e ‘Tile wl 
appear o be a natura n té hiel prope cle ( rrigate 


160.000 acres of now |} re ind on bot} des of e Jordan, p 
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ie business if they knew then what they know now The 
other one indicated that although he was having some difficulties, he was able 





get ng and had great hope for the future. He was particularly motivated 
by desire ft ssist in the development of the new State of Israel 
Vee ng wtih business / lustrial leaders This meeting was arranged 
by M H. J. Goldenberg, dire I f the Investment Cente He stated that 
SOO 000 imigrants had ] red to Israel in 4 years, most of them without 
meal This, of course ( ted the problems of establishing an economy 
but re progress has been made despite all the difficulties In 1950, the Govern 
ment passed a law regarding foreign investment and there was later established 
the Investment Cente M Golde erg stated that 1,450 businesses have been 
elea i tl igh the cente n the is 3 years, representing $320 million, of 
which $180 1 n represel fore capita He stated that there had been 
recessit n the last few ntl the flow of investment capital, the reasons 
he eakness of the } nd eakness of civil administration and the Arab 
Is ‘ tuath Mr Groilde berg stated that if a peaceful situation could be 
es lish t would meat Israe ce it could then buy from and 
S¢ ts natural market, the Middle East Mr. S. Bejarano, member of Parlia 
ment d naging rector of “A s” Enterprise, Ltd. stated that it would be 
very helpful if a group of important United States business people, including 
labor le ers, would \ t Israel for the purpose of assisting them to stimulate 
capit nvestment Other itters discussed at this meeting were the difficulty 
t local capita gh rat of interest, hand ps in transportation, 
t] d th ‘ » itic 


Israc CONTTOVE rl is a great handii p te the development of 


the cou \ No real ce | f ny ew vw possible until this thing 
( lL ob vat gs and recon ndation (a) The country director in- 
7 te hat he is seriously ] pped by ck of personnel in the various 
fields, havi only 11 te cia t the time of our visit Accordingly, every 
effort should be made to meet this demand at the earliest possible date 
If possible, a few we janned projects should be actively pursued on a 
de stration basis t how be done, particular n the fields of educa 
{ ! administr I rric rn \ explora nd development of 
i I l 
) \ \ \ K 
I ‘ { \ - aertakel l! rae to ap raise at closer 
I e the point 4m riil ‘ ! the « ntries visit but particularly in 
ht and Jo from whicl untries M Johnston had received official 
ns Mr. Johnston w te 0 to k into the possibilities of increased 
! | estment d in international development and the possi 
D f increasing the p pation the point idea of private voluntary 
{ ve } Ir e Johnston, Chai in, International Devel 
op t Advisory Board: ] I (. Kimba executive secretary, IDAB; George 
A. Bar il ass to the Cl ind Miss Merrie Smith, private 
secre te Mr. Johnsto: MI Sinith traveled at no expense to the Govern 
Tr 
( tries ted Egypt. Ethiopia, Saudi-Ara Lebanon, Syria, Jordan, 
I 1] el \ s entirely bY ait ver ga total of 18,105 (approxi 
/ of trip he following is a day-to-day coverage of the trip, start 
ingonS lay, March 29, 195 
S NI ch 29S 
| Rome, I v, via TWA fligl °4,4:15p.1 
Ay ead ¢ t Egypt 11 ) 
Met by Messrs. LaRocca and Langdon with point 4 staff and by Mr. Buffalo 
f the I bas | en to Heliopolis Palace Hote 
Morn MM 0 
La He Hotel, 7: 30 
Col r f wint 4 he ( s with Dr. John R. Nichols, field director 
f echnical Cooperatio ul embers of the staff, 8—-9:15 a. m 





FOREIGN ECONOMIC POLICY 393 : 


Monday, March 80—Continued 
Called on the American Ambassador, the Honorable Jefferson Caffery, 
10:30 a, m 
Mr. Johnston and Mr. Nichols called on General Mohammed Naguib, Prime 
Minister, 10:30 a. m. 
Mr. Kimball called on Dr. Hassen Aboul-Seoud, Under Seeretary of State 
for National Guidance who was representing Fuad Galal, Minister of Na 
tional Guidance, unavoidably detained during the period scheduled for his 


couference. Mr. Galal joined the group later and also attended the A 


bassador’s dinner in the evening 11-12: 15 
Mr. Kimball also had conferences with Abdelaz El Sayed, Ass 
‘ to the Under Secretary for National Guidance, and M. El Kouni, Assist 


to the Minister of Finance, Exchange Control Department 


Cla 


Trip to the pyramids with Government o 
12: 45-3:30 p.m 

b 1. Point 4 housing research experimental wall—Giza Road. 

2. Point 4 mud brickmaking experiment 

3. Buffet lunch at Government rest house, formerly King Farouk’s palace 

at the pyramids, put on by the Minister of National Guidance Fuad Ga 
This afforded excellent opportunity to mix with and confer at great leng 
with Government officials. 


Trip through Abden palace conducted by representatives of the Minister 


of National Guidance and Maj. Mohammed I Gokary, Army oflicer in charg 
3: 15-4 p.m 

Conference with Mr. Husein Fahmy, chairman, Permanent Cou Nat 
Resources Development In addition to Mr. Johnston’s party and the Field 
Director for Technical Cooperation, Mr. Nichols, party included M Alt, 


representative of A. D. Little Co., which has been retained by TCA to do a 
survey of the natural resources and business opportunities in Egypt, 4 ] 


* I i 

Joint conference with Chamber of Commerce and Federation of Egy] 
Industries, 5:30 p m. 

Press conference at chamber of commerce, 6: 30 p. n 

Dinner at Ambassador’s residence Included among guests were several 
of the ministers of the new Egyptian government, 8:30 p.1 


Tuesday, March 31: 
Left Cairo, Egypt, via Ethiopian Airlines, flight 101, 7:30 a. m 
Arrived Addis Ababa, Ethiopia, 5:10 p.n 
Met by Director for Technical Cooperation, Mr. Mareus Gordon; Mr 
Richard Gatewood, Charge d’Affaires of the Embassy; H. E. Ato Tafara 
Worg, private se etary to the Iemperor \t Ber] \ssist { 


Chief of Protoco Me thioy an Governme! Taken to the Royal Guest H 
(formerly German Embassy) Emperor’s car and chauffeur permanently 
j assigned to the group for the duration of the visit. 
Stag dinner at the home of Marcus Gordon, Director for Technical Co- 
operation, S p.m 


Wednesday, April 1 
Conference with point 4 staff, 9:00 a. m. 
7 1 Visit to office of Acting Foreign Minister Dr. Ambage Wolde Mari 
10:15 a. m, 
siting in and around Addis Abs Due to ess, Mr. J 


Visiting a 
wise to confine himself to his bed at this point, 10: 45-3: 350 
Messrs. Kimball and Barnes visited Mr. Lidj Yilma Deressa, Minister of 
Commerce and Industry, and Mr. Makonnen Abte Wolde, Minister of 
Finance, 3:30—-5 p. m 
Cocktail party at the American Embassy, 6: 30 p. m. 
Thursday, April 2: 


Left for airport and took Piper Cub for air te of Addis Abal 
rounding country. (Barnes and Kimball went on different tours Sav 
Dutch sugar plantation factory, proposed site for the agricultural « ege, 


site for dal ‘ sto-1l a i 
Mr. Barnes visited Vice Minister of Education, Akale Work A. Wolde, 11:30 


a. m 
Mr. Barnes visited Vice Minister of Agriculture, Bala a Mahten S« 
lassie, 12 noon 
During this period, Mr. Kimball visited with official f the M 
Commerce and Industry, including Perry Fellows, O Scott the 





W 1 he I eror 
ex 1 I ror for his visit 
j i t t h rt of the Emper I 
1 i ‘ thy ‘ f he atl ( 
g Mr. J l th el , cs 
’ est « he er, 7:30 p.1 
I Apri 
| Add \ } ] \ hig 234, 7 
A l Asn I Vv a. I 
Cooperation for 1 H Coverley, 
e ¥ 
] 
A } sé \ V) 
1] ¢ S ad \ in G ernment 


I Guest Lodg 
\ d Mr. K ! Inte 
G : | t } e M ( f nh 
| \ Ik \ \ | \l 
\ K I R 
\ c ( | S \ S Had 
ey ‘ ‘ e f D n 
J g K ( esent to f 
IK f The King’s 
\l | K i mplete 
re | oO he 
\ ind Swiss 


wh 


VN 


en 
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Monday, April 6 
Left Dhahran by Aramco plane, 10: 30 a. n 
Arrived Beirut, Lebanon, 12:50 p. m 
Met by Ambassador Harold B. Minor and the Director tor 1 nical ¢ 
operation, Mr. Hollis Peter. Went to St. George Hotel in Beir 
J accompanies vy Mr. Minor ent to s the Pre 1 





Messrs. Je st a Peter f I Minister n A 
George H t-4:30 p.1 
: \ nae ner given by Preside Ca e ( im a, a 
Puesda April 7 
Field trip to Bekaa \ ted H h Minis ( 
n the \ Als W ruil it B eck , 
+ Lu it Shtaura, 1:30 p. n 
Co I on ¢ eld ti on ech Y Vy da ( rie 
dairy farm, ete 1: 30-4 | 
Mr. Johnst« met with Lebanese busine Pt} Dp 
-—5 p i 
Press mference, 5-5: 45 1 
Mr ! n met Ur tate I M 
office, 6-7 p. 1 
enh & s 8 . 





Hotel, 11:30 a 
Pook tour o tv 


Had extensive briefir .4p | 
Had dinner with Ambassador James Moose. Lt. Gen, William EF, R 








Chief of Staff « the | N. J e § ¢ S Orgal i I nd 
Kimba \ t = t I ( ( i ding S 7 
aiSCuss the 1 Sit il ‘ x0 D. m 
rt rsda April 9 
Me ng with Secretary Gene Mit I \ P 
Ix i 9 
Mi th Minis I I ff BH: i ) , iN i , ) 
Vel 1 Office \I ister « | ) 0 e% 
OLLOW I 
Mir | nee, H. E. M ed Zair G f 
; Mr. 1 S G f N il J Mr. H 
Sawat Mi vith | Ge J I Ar Ss 
lor or 12: OO oO 
Left D i DY Go I ( I 


2 \ ed Mat 1 Jordan. ° Wn? 
Mr. Ly h, ¢ nse I 
I ( V Ci \ ! l I | H \ 
ston ived t e | W 
spe T ¢ 1! T ? 1 ¢ \\ 
Friday, April 10 
fr. Johr n ' G \ n 
Emb = OO an 
Me g will rCS/J S ) 9 ( 
Luncheon h Tewfic K I | } l I M 
ponns nd Myr Tracy Wel I ] HM) . 1 
lr of Am n Point 4] ] ; 
Conference with M Bung C1 ! “) 
p.m 
Press « ference 1: OOF 4) 
Cockt rtv at American Eml v.6:30 p.m 


Buffet supper at re ence of I W x ip 
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Saturday, April 11 





Meeting with Minister of Economy Khlusi Kheiri and Minister of Finance 


Mousa Naser at the home of the former, 8: 15 a. m. 
Audience with King Husein (Mr. Johnston and Mr. Lynch), 11:30 a.m 


‘ > 


sit to the water-spreading project, 12: 00-3: 00 p. mn. 
Visit to point 4 projects in Amman, 3: 00-6: 00 p. m 


Reception and party at residence of Director Welling. (Point 4 staff and 


Jordanian officials), 6:30-8:30 p. m 
Sunday, Apr 12 
Mr. Johnston had conference with Prime Minister Abul Huda, 9: 00-9: 
ion 
eparted for Arab Jerusalem by car, 10: 00 a.m 


Arrived Arab Jerusale! Conference with consular officials after arriv 


11:30 a. m 
four of old city with Mr. Tyler, 11: 30-2: 30 p. m 


Departed Arab Jerusalei passed through Mendelbaum Gate, 6:00 p 
Stayed at King David Hotel 


Met by Mr. Bruce McDaniel, TCA Director in Israel; Mr. 'feddy Kollek, 
Director General, Prime Minister Office Mr. John Evans, TCA Deputy 
Director for Point 4: Mr. Art r Hudson, TCA P ce Relations Director 
Meeting with Prime M ter David Ben-Gurion at his office (Mr. Johnston 


oO! 7 30 p.m 


Tour of city with Mr. Bach of Finance Ministry and Mr. Rosner of Trade 


& Industrv Office, 7:30 p. 1 
Dinner given by Government of Israel at King David Hotel, 8:00 p. m 
I 


M da April 18 
Tour of ci 9a. n 
Visit t ler 1lem pencil factor 9 Oa.n 
Visit to Jerusalem shoe factory, 10: 15 a.m 
Left Jerusalem for Rehovet a.l 
Arrived at Weizman Research Institute, Rehovet, for tour, 12 noon 
Left Rehovet for Petach Tiqua, 12:45 p 


Arrived at General Tire Co. factory for tour and lunch, 1:30 p. m 


Left Peta Piqua for Aviv, 2:45 p. m 

Arrived at TCA conference root for meeting with TCA administration 
nvestment center offi and leading industrialists, 3:45 p. m 

Chiefs of division of TCA technical operations present along with Messrs 
Jones and Fried 

Press conterence $: 30 p. m 

Dinner with Mr. Francis Russell of United States 

Embassy (Chargé d’Aft es (Juests neluded Israel Government 
United States Embassy Mission officials and other national leaders 


(Night spent at Ramat Aviv Hotel, Tel Aviv.) 
Tuesday, April 14: 

Departed Lydda Airport fe Rome TWA |] 929), 10:30 a. m 
Wednesday, April 15 

Arrived Rome, Italy, 4:50 a 

Staff members continued to New York, 12:05 p. m 


MoLIne, Ivu., May 25, 1958 


Dear Mr. CHIPERFIELD: As you know, we, the Moline Tool Co., are engaged 


i dit I hine tools for high-production operations such as equipment for the 
facture of motors for autor iiles, trucks, tractors, airplanes, agricultural 

I illroad equipn s iS locomotives, railroad cars, ships, and so 

forth, in fact, we cover a wide nge of machine tools for use in high-production 


We have had representation in England for quite a good many years, but the 


t few vears, that S e World War II, we have had very little business either 


f Ens dor from Franes We hav just received a letter from our English 
I esent Cat M { e |] Corp. of ndon, bearing date of May 15, 
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and are enclosing a copy of same It indicates to us that there will be very littl 
chance of our being able to sell machine tools of our make in foreign markets 
even though there are no machines as well adapted to the particular operatio! 
as ours, and naturally that concerns us very mucl 

The question arises in our minds, what can our Government do about this‘ 
It seems to me one thing that could be done would be to sl it off g 





grants to these foreign countris such funds as we turn ove to 
governments to be used to finance private dustry and thereby shut us out of 


foreign trade 
It seems that the net result of this will eventually be that Amer in business 


will sink to the point where there will be no funds available for income tay his 
Government will have no funds to use in making grants, we will suffer, and the 
foreign countries likewise will suffer eventu: 

You are chairman of an important ¢ ninittee tl House of Representatives 
and | hope this Appropriations Committee can give me consider: l 
very important matter This not only concerns the Moline Tool Co., but the 
machine-tool ndustry Ss whole nd it will reflect ever lally nto othe 


businesses 
W he pleased to heal fro \ ) tt ty ‘ ence 
Very truly 


om ORP /TD 
London W. 11, May 15, 1958 
THE MOLINE Too! CO., 
Moline, Il. 
(Attention ot Mr Cc R. Rosborough ) 

DEAR Stirs: I am writing you on a matter 
ing your own thoughts, namely, the import 
this country. 

As you are aware, the position at the moment is that on the general run o 
machine tools an import license will not be gra 
where there is not a comparable British type the difficulties of obtaining an in 
port license are very long drawn out, and a license is very rarely given. Coupled 
with this position there is a 20-percent duty on all machine tools 





n of American machine 


ter ant 


The position, as I see it, affecting yourselves is (a) that you! defense progra 
is easing up, Which will make export desirable; (0) that the continental machine 
tool manufacturers are now in full swing, without any import licensing difficul 
ties, and are rapidly establishing themselves in this market 

You will appreciate that even now it is going to be quite difficult for the Ame1 
can manufacturer of the more general type of machine tool to get back into this 
market. 

Over here, at the instigation of our Chance r of the Exches 
has been set up to report on the desirability or otherwise of continuing with a 
duty on machine tools, and in this connection our Machine Tool Trades Associa 
tion will be submitting evidence, and I visualize that their recommendations will 
be that where there is not a British equivalent of the machine tool that it is pro 
posed to import, then that machine should come in duty free. Should this recom 
mendation be accepted it will, of course be a help, but does not cover the major 
problem, which is obtaining an import license for American machine tools 

It does look to me that pressure will have to be exerted at your end, and I's 
be very interested to hear as to y rq ights on the matter, and whether or 1 
any action has been taken or is proposed 

Yours sincerely, 
NorMAN CATMUR, Managing Director 


Ht } } 
M CALDWI R. Ros I 
/ Voline Tool Ce V/ } I 
Dear Mr. Rosn cr: J ( grate r } M 
195 n wh vo ! es e 7 f l ‘ q ’ 
toreig! ( mic } l be l tl y { I 








SON 


FO} GN CONOMITI( 
eM Se \ d Ove 
g V Or tl el wi I m 
d as rule I 
I ( Bank, Eng 1 ke o1 id 
I B H ! Ww 
Aik \ ( f ‘ t ty ! 
t ffs ‘ 1 
‘ ‘ ‘ ‘ Y ! 
{ I aing » r 
erre ett } ‘ 
i f I ‘ St é { eign ¢ 


i ‘ é r 
} bole ] nt ‘ 
( ed sé ( ne i he new 
i the J eig A ff ( er 
\prenpix VITI 
i ( ( 
|) ( \T ( N \ 
( ) N 
) g A\ZILIA R 
eftte é } 
r ! e | ( ( 
2 1 
' } 4 
e he S ¢ 

m is How 1 

! ( S | ety 

( ‘ ( 
| | 
‘ rie 
| 
( 
j 


Cex gan 
1 ‘ States 
I tries 


n de n- 
} = 
‘ il feu 
s time, I can 
il hie re 
) vy { Ss 
Cha 1? 
I \SSY 


i iceident{ 

{ 
veen friends 
u re ent 


} 
ul til 
( 1 f S 
ad upol to 
i se f this 
nv t 
re these 

t 

ili- 


e trom the 

the United 
la relatively 
, no country 
B iZil 





IGN ECONOMIC POLICY 299 


United States Poe ‘ ( I I nB Z 1 iIriend \ r security and 
Strength is gre ’ n the Western He here nd even outside the Western 
nan sphere W abe iri were a \\ hie owance fi the 
Low eS ale WwW ‘ \ the B ‘ we make a signi nt 
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l i l oweve when Brazil modern 
i ng rises th increased production 
quickly ‘ ( V Brazil developed, depends very 
ind e enterprise that me into Brazil from the United 
estors on evel if the seale that Canada 
( econ llc deve ment in Brazil Che oppor 
nes I pparent to you as they are to us 
is é ttoB has been a mere trickle. I sup 
‘ ( vhy it does not go into Brazil 
1 } ‘ d be that Brazil has too 
1 S ] ems, inflation problems. 
‘ e ol ese problems. They do not indi- 
ss e | ‘ ( Chey arise from our desire 
! vn resc ces n finances Che situation 
ril ’ nt Vargas he } kened Brazil’s posi 
! \ fa \ giant “whose growth was 
() I ts e tight Some of our 
I PAS, We e bought too much. 
| rl cklog of dollar payments due 
Col e in poi n this instance, United States 
S300 7 l e Export-Import Banl 
On 8] ‘ sf l PASINEIV 
‘ ' he es v, along the lines 
} ! B I ed S ‘ LD pmet 
y iSis ports of isic machinery— 
v t I I I fi which oppor 
nd ( f Braz finanes if its own resources 
é 1@] Y r eT mited savings 
! 2 eve ig and modern 
B ¢ \ ! s to g balanced 
{ g a f ) progressing at 
! u \ ures i ‘ pit we «A att! 
‘ s fi e | d State Suk i policy would have 
eG ‘ I; f f ere accompal ed by 
‘ 2 g w, to cut down our invest- 
Ss are ed > b efully selective in our 
S i} I ( Ss t cts” deemed worthy 
ponse lat b n with our advisers, our 
s } n wo! g } l em of “selectivitv”’ for 
( } he ike what are deemed to 
I fieult for a \ g int with growing pains 
( e most, espe illy if it hurts all over How 
opmer! f the selection means abandon 
Y we have ( lo for lack of capital. 
I é rticipati n tl levelopment of our 
nd yy nes w ch Ww m t surely garner the fruits of 
bei t r s wh utual understanding 
ir helping us as a friend as well as our 
Is Braz 1 world where friends may ultimately mean 
n vie d defeat, between survival and annihilation. 
ed S S | f S ‘ ve of economie development, 
I \ O} and espair, between progress and 
> n vl ( made friendship with 


lat of t} r internat nal relations. 








